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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA
UNITED STATES OF AMERICA,
et. al.,
Plaintiffs,
v.
HSBC NORTH AMERICA HOLDINGS
INC., et al.,
Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)

Civil Action No. 16-0199

MONITOR’S FINAL CONSUMER RELIEF REPORT REGARDING DEFENDANTS
HSBC NORTH AMERICA HOLDINGS INC., ET AL.
The undersigned, Joseph A. Smith, Jr., in my capacity as Monitor under the Consent
Judgment (Case 1:16-cv-00199; Document 8) filed in the above-captioned matter on March 14,
2016 (“Judgment”), respectfully files this Final Consumer Relief Report (“Report”) regarding the
satisfaction by HSBC North America Holdings Inc. (“HNAH”), HSBC Bank USA, N.A.
(“HBUS”), HSBC Finance Corporation (“HBIO”), and HSBC Mortgage Services Inc. (“HMSI”)
(collectively, “HSBC”), as of September 30, 2016,1 of its Consumer Relief obligations under the
Judgment, as such obligations are set forth with more particularity in Exhibits D and D-1, as
modified by Exhibit I. This Report is filed in response to a request made to me by HSBC pursuant
to Section D.6 of Exhibit E to the Judgment.

1

HSBC implemented all creditable activity on or before June 30, 2016.
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I.

Definitions
This section defines words or terms that are used throughout this Report. Words and terms

used and defined elsewhere in this Report will have the meanings given to them in the Sections of
this Report where defined. Any capitalized terms used and not defined in this Report will have the
meanings given them in the Judgment or the Exhibits attached thereto, as applicable. For
convenience, a copy of the Judgment, without the signature pages of the Parties and including only
Exhibits D, D-1, E, and I, is attached to this Report as Attachment 1.
In this Report:
i)

Actual Credit Amount has the meaning given to the term in Section III.E.2 of this

ii)

Consumer Relief has the meaning given to the term in Section II.A of this Report

Report;

and consists of one or more of the forms of consumer relief set out in Exhibits D and D-1, as
modified by Exhibit I;
iii)

Consumer Relief Report means Servicer’s formal, written assertion as to the amount

of Consumer Relief credit earned, which report is given to the IRG and is the basis on which the
IRG performs a Satisfaction Review;
iv)

Consumer Relief Requirements means Servicer’s obligations in reference to

Consumer Relief as set forth in Exhibits D and D-1, as modified by Exhibit I;
v)

Court means the United States District Court for the District of Columbia;

vi)

Enforcement Terms means the terms and conditions of the Judgment in Exhibit E;

vii)

Exhibit or Exhibits mean any one or more of the exhibits to the Judgment;

viii)

Exhibit D means Exhibit D to the Judgment;
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ix)

Exhibit D-1 means Exhibit D-1 to the Judgment;

x)

Exhibit E means Exhibit E to the Judgment;

xi)

Exhibit I means Exhibit I to the Judgment;

xii)

First Testing Period will have the meaning given to the term in Section III.G.1 of

this Report and is the period from July 1, 2013 through April 30, 2016;
xiii)

Interim Report means the Interim Consumer Relief Report I filed with the Court on

December 15, 2016, regarding Servicer’s creditable Consumer Relief through April 30, 2016;
xiv)

Internal Review Group or IRG means an internal quality control group established

by Servicer that is independent from Servicer’s mortgage servicing operations, as required by
paragraph C.7 of Exhibit E;
xv)

IRG Assertion, which is more fully defined in Section III.A of this Report, refers to

a certification given to me by the IRG regarding the credit amounts reported in Servicer’s
Consumer Relief Report;
xvi)

LTV means loan-to-value ratio and is the quotient of the relevant mortgage loan

amount divided by the fair market value of property that is subject to a mortgage;
xvii)

Monitor means and is a reference to the person appointed under the Judgment to

oversee, among other obligations, Servicer’s satisfaction of the Consumer Relief Requirements,
and the Monitor is Joseph A. Smith, Jr., who will be referred to in this Report in the first person;
xviii) Monitor Report or Report means this report;
xix)

Monitoring Committee means the Monitoring Committee referred to in Section B

of Exhibit E;
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xx)

Non-Creditable Requirements means Servicer’s additional obligations or

commitments pertaining to Consumer Relief that are not subject to crediting, which obligations
and commitments are set out in Exhibit D, as modified by Exhibit I;
xxi)

Primary Professional Firm or PPF means BDO Consulting, a division of BDO

USA, LLP, and the Primary Professional Firm will sometimes be referred to as BDO;
xxii)

Professionals mean the Primary Professional Firm and any other accountants,

consultants, attorneys, and other professional persons, together with their respective firms, I
engage from time to time to represent or assist me in carrying out my duties under the Judgment;
xxiii) Reported Credit Amount has the meaning given to the term in Section III.E.2 of this
Report;
xxiv) Satisfaction Review means a review conducted by the IRG to determine Servicer’s
satisfaction of the Consumer Relief Requirements, as required in paragraph C.7 of Exhibit E;
xxv)

Second Testing Period will have the meaning given to the term in Section II.E of

this Report and is the period from July 1, 2013, through September 30, 2016;
xxvi) Servicer means, for purposes of Consumer Relief, HSBC;
xxvii) State Report is the quarterly report Servicer transmits to each state that includes
general statistical data on Servicer’s Consumer Relief activities, such as aggregate and statespecific information regarding the number of borrowers assisted and credited activities conducted
pursuant to the Consumer Relief Requirements;2

2

Exhibit E, ¶ D.2
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xxviii) System of Record or SOR means Servicer’s business records pertaining primarily to
its mortgage servicing operations and related business operations, which records are primarily
electronic but also include non-electronic data and other information storage systems;
xxix) Testing Population has the meaning given to the term in Section III.E.1 of this
Report;
xxx)

Work Papers mean the documentation of the test work and assessments by the IRG

with regard to Servicer’s satisfaction of the Consumer Relief Requirements, which documentation
is required to be sufficient for the PPF to substantiate and confirm the accuracy and validity of the
work and conclusions of the IRG; and
xxxi)

Work Plan means the work plan established by agreement between Servicer and

me pursuant to paragraphs C.11 through C.14 of Exhibit E.
II.

Consumer Relief Requirements
A.

Forms of Consumer Relief

As reported in the Interim Report, under the terms of the Judgment, Servicer is required to
provide mortgage loan consumer relief through one or more of the forms of Consumer Relief set
out in Exhibits D and D-1, as modified by Exhibit I (“Consumer Relief”). In this Report, the
Consumer Relief reported on is first lien mortgage modifications through first lien principal
forgiveness (“First Lien Principal Forgiveness”), forgiveness of forbearance of deferred interest
(“Forgiveness of Forbearance”), short sales ("Short Sales"), and deeds-in-lieu of foreclosure
("Deeds-in-Lieu").3

3

Exhibit D, ¶ 4; Exhibit D-1, ¶ 4. In this Report, creditable loss mitigation transaction types in the context of short
sales and deeds-in-lieu are acceptance of a short sale, forgiveness of a deficiency and release of lien on a first lien
loan or second lien loan (including extinguishment of an owned second lien) in connection with a successful short
sale or deed-in-lieu (Exhibit D-1, ¶ 4.ii, iii, and iv).

5
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B.

Consumer Relief Eligibility Criteria and Credits

1.

Eligibility Criteria. As reflected in Exhibits D and D-1, as modified by Exhibit I,

Consumer Relief, in the forms of First Lien Principal Forgiveness, Forgiveness of Forbearance,
Short Sales, and Deeds-in-Lieu, each have unique eligibility criteria and modification
requirements. In order for Servicer to receive credit for a form of Consumer Relief with respect to
a mortgage loan, the eligibility criteria and modification requirements relating to such form of
relief must be satisfied with respect to the mortgage loan and such satisfaction has to be validated
by me in accordance with Exhibits E and D and D-1, as modified by Exhibit I. As shown in the
Interim Report, the credits earned can vary based on timing, the form of Consumer Relief, and the
transaction type within each form.
2.

Credits. With respect to credit against Servicer's Consumer Relief Requirements

under the Judgment, the amount of credit Servicer earns is derived by multiplying the actual relief
afforded to the borrower on a mortgage loan by a multiplier. The multiplier for Consumer Relief
in the form of First Lien Principal Forgiveness is one dollar in credit for each dollar of principal
forgiven, if the pre-modification loan-to-value ratio is less than or equal to 175%. If the premodification loan-to-value ratio is greater than 175%, Servicer receives one dollar in credit for
each dollar of principal forgiven attributable to the pre-modification loan-to-value that is less than
or equal to 175% and $0.50 in credit for each dollar of principal forgiven attributable to the premodification loan-to-value that is greater than 175%. The multiplier for Consumer Relief in the
form of Forgiveness of Forbearance is $0.40 in credit for each dollar forgiven, and is $0.45 in
credit for each dollar forgiven in the form of a Short Sales or Deeds-in-Lieu.

6
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C.

Servicer’s Obligations

Under the terms of the Judgment, Servicer is obligated to provide a total of $370,000,000
in Consumer Relief.4 At least $88 million of Servicer’s Consumer Relief must be through First
Lien Principal Forgiveness modifications of the type reported in the Interim Report and an
additional $104 million of Consumer Relief must be through a combination of the forms of
Consumer Relief specified in Paragraph 9.vi.b of Exhibit I, which include First Lien Principal
Forgiveness modifications that are not counted toward the aforementioned $88 million and
Forgiveness of Forbearance of the type reported in the Interim Report5. In addition to Servicer’s
obligations regarding creditable Consumer Relief, Servicer has certain Non-Creditable
Requirements, as more fully discussed in Section IV below.
D.

Monitor’s Obligations

The Judgment requires that I determine whether Servicer has satisfied the Consumer Relief
Requirements in accordance with the authority provided in the Judgment and report my findings
to the Court in accordance with the provisions of Sections C.5 and D.5 of Exhibit E. Under Section
D.5 of Exhibit E, I am required to file my report with the Court after each Satisfaction Review and
I am required to include in my report the number of borrowers assisted and credited activities
conducted by Servicer pursuant to the Consumer Relief Requirements. I am also required to

4

Servicer is obligated to provide $320,000,000 in Consumer Relief, as set forth in the Consumer Relief
Requirements for Exhibit D, as modified by Exhibit I. Servicer is also obligated to provide an additional
$50,000,000 in Consumer Relief to consumers who meet the eligibility criteria in any of the forms described in
Paragraphs 1-9 of Exhibit D, as amended by Exhibit I. The caps and minimums set forth in Exhibits D and D-1, as
amended by Exhibit I, do not apply to the additional $50,000,000. See Exhibit I, ¶ 3
5
The forms of Consumer Relief set out in Paragraph 9.vi of Exhibit I that may be counted toward the $104 million
obligation include: first lien principal forgiveness modifications; second lien modifications and extinguishments;
forgiveness of forbearances for deferred interest, taxes, etc.; first lien loan modifications pursuant to a special form
of Consumer Relief available to Servicer under Exhibit I with respect to mortgage loans that are current at the time
of their modification and satisfy interest rate and loan-to-value criteria set out in Exhibit I (capped at not more than
$60 million in Consumer Relief); extinguishment of first lien loan balances in full; and extinguishment of reverse
mortgages (capped at not more than $15 million).

7
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include in my report any material inaccuracies identified in prior State Reports filed by Servicer.6
In addition, under Section D.6 of Exhibit E, at the request of the Servicer and provided that I am
satisfied that Servicer has discharged its obligations in regard to the Consumer Relief
Requirements, I am required to certify that Servicer has, in fact, discharged those obligations.
In the Interim Report, I reported that Servicer had earned, through April 30, 2016, the
following Consumer Relief Credit:7
Type of Relief

Loan Count

First Lien Mortgage Modifications
First Lien Principal Forgiveness
Forgiveness of Forbearance
Total Consumer Relief Programs

E.

Earned Credit Amount

6,458
4,859

$222,601,311
214,614,828

1,599

7,986,483

6,458

$222,601,311

Servicer’s Request

On November 15, 2016, after completing a Satisfaction Review, the IRG submitted to me
an IRG Assertion on the amount of Consumer Relief credit that Servicer had claimed to have
earned from July 1, 2013 through September 30, 20168 (“Second Testing Period”). Servicer has
requested that, in addition to reporting on the IRG Assertion, I review its crediting activity for the
Second Testing Period, validate that the amount of credit claimed in the IRG Assertion is accurate

Exhibit E, ¶ D.5. The Judgment requires that the Servicer, following the end of each quarter, “transmit to each state
a report (“State Report”) including general statistical data on Servicer’s servicing performance, such as aggregate
and state-specific information regarding the number of borrowers assisted and credited activities conducted pursuant
to the Consumer Relief Requirements, as described in Schedule Y. Exhibit E, ¶ D.2.
7
In addition, in the Interim Report, I found that: (i) I had no reason to believe that Servicer had failed to comply
with all of the requirements of Exhibits D and D-1, as modified by Exhibit I, to the Judgment, including those that
are not subject to crediting (the “Non-Creditable Requirements”), for the period extending from July 1, 2013 to
April 30, 2016; and (ii) I had not identified any material inaccuracies in the State Reports filed by Servicer for the
quarter ending June 30, 2016.
8
HSBC implemented all creditable activity on or before June 30, 2016.
6
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and in accordance with Exhibits D and D-1, as modified by Exhibit I, and certify that it has fully
satisfied its Consumer Relief Requirements.
III.

Review – Satisfaction
A.

Overview

The IRG is charged with performing, among other reviews, a Satisfaction Review after
Servicer asserts that it has satisfied its Consumer Relief Requirements.9 In a Satisfaction Review,
the IRG performs test work to assess whether Servicer has reported the correct amount of
Consumer Relief credit under the terms of the Judgment for the period covered by the review.
Once the IRG completes its test work, the IRG is required to report the results of that work to me
through an IRG Assertion. When I receive an IRG Assertion, it is my responsibility to review the
IRG Assertion. I undertake this review with the assistance of my Primary Professional Firm. After
completing the necessary confirmatory due diligence and validation of Servicer’s claimed
Consumer Relief credits as reflected in the IRG Assertion, I am required to file with the Court a
report regarding my findings. As noted above in Section II.E, this Report pertains to my findings
regarding an IRG Assertion covering the Second Testing Period. Also, as noted above, at
Servicer’s request, this Report includes my determination regarding Servicer’s satisfaction of its
Consumer Relief Requirements.
B.

Consumer Relief Satisfaction Review Process

1.

Work Plan. As required by Exhibit E and in order to better accomplish the processes

outlined in Section III.A above, Servicer and I agreed upon, and the Monitoring Committee did
not object to, a Work Plan that, among other things, sets out the testing methods, procedures, and

9

Exhibit E, ¶ C.7
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methodologies that are to be used relative to confirmatory due diligence and validation of
Servicer’s claimed Consumer Relief under Exhibits D and D-1, as modified by Exhibit I.
2.

Testing Definition Templates. As contemplated in, and in furtherance of, the Work

Plan, Servicer and I also agreed upon testing definition templates (“Testing Definition Templates”)
that outline the testing methods and process flows to be utilized to assess whether, and the extent
to which, the credits Servicer would be claiming for its Consumer Relief activities were earned
credits, that is, credits that could be applied toward satisfaction of Servicer’s Consumer Relief
Requirements. The testing methods and process flows are described in detail in Section III.B of
the Interim Report, and as set out in that Section, they entail the examination and testing by each
of the IRG and the PPF of creditable activities, together with calculations based on the results of
those examinations.
3.

Test Plans. Based upon the Testing Definition Templates, the IRG developed

detailed test plans, tailored to Servicer’s System of Record and business practices in the areas of
mortgage loan servicing. These test plans offered a step-by-step approach to testing mortgage loans
for the forms of Consumer Relief for which Servicer intended to seek credit. These test plans were
reviewed and commented on by me and other Professionals engaged by me.
4.

Additional Preparatory Due Diligence. In addition to assisting in preparing the

Work Plan and Testing Definition Templates and reviewing the IRG’s test plan, as set out in
Sections III.B.1, 2, and 3 above, the PPF and some of my other Professionals undertook telephonic
and web-based meetings with the IRG during which the IRG explained, and responded to questions
relative to, the IRG’s testing methodologies to be used in applying the Testing Definition
Templates and the test plans. During its own testing, the PPF had unfettered access to the IRG and
the Work Papers the IRG developed in undertaking its confirmatory due diligence and validation

10
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of Servicer’s assertions relative to its Consumer Relief activities. This access included the ability
to make inquiries and request additional supporting information as questions arose, and to resolve
those questions on a regular basis in a manner that strengthened the overall review process. It also
included access to databases reflecting total populations and loan-level information on loans in
these populations, and access to other information the PPF deemed reasonably necessary to
properly perform its work, including the IRGs’ calculations related to Consumer Relief credits.
C.

Servicer’s Assertions

In Servicer’s Consumer Relief Report submitted to the IRG, Servicer claimed that for the
Second Testing Period it was entitled to claim credit in the amount of $148,473,979 through 3,159
mortgage loans with Short Sales and 2,357 mortgage loans with Deeds-in-Lieu. Approximately
68% of Servicer’s claimed credit was through Short Sales and nearly 32% was through Deeds-inLieu. A breakdown of the Consumer Relief credit by type of relief claimed by Servicer for the
Second Testing Period is set forth in the table below.
Loan
Count

Type of Relief

Claimed
Credit Amount

Other Programs
Short Sales

5,516
3,159

$148,473,979
101,443,516

Deeds-in-Lieu

2,357

47,030,463

5,516

$148,473,979

Total Consumer Relief Programs

D.

Internal Review Group’s Satisfaction Review

After submitting the IRG Assertion on November 15, 2016, the IRG reported to me the
results of its Satisfaction Review, which concluded that:
i)

the Consumer Relief asserted by Servicer for the Second Testing Period was based

upon completed transactions that were correctly reported by Servicer;

11
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ii)

Servicer had correctly credited such Consumer Relief activities, so that the claimed

amount of credit is correct;
iii)

the claimed Consumer Relief correctly reflected the requirements, conditions, and

limitations set forth in Exhibits D and D-1, as modified by Exhibit I; and
iv)

Servicer had fully satisfied its Consumer Relief Requirements as set forth in

Exhibits D and D-1, as modified by Exhibit I.
According to the IRG’s report to me, its Satisfaction Review was based on a detailed review
of Servicer’s relevant records and on statistical sampling to a 99% confidence level. 10 The report
of the IRG with regard to its Satisfaction Review was accompanied by the IRG’s Work Papers
reflecting its review and analysis.
E.

IRG Testing and Confirmation as to Consumer Relief Credit Earned

1.

Population Definition/Sampling Approach. The IRG’s testing of Servicer’s

Consumer Relief Report as to the amount of Consumer Relief credit earned first involved the IRG
randomly selecting a statistically valid sample from all mortgage loans receiving Consumer Relief
for which Servicer sought credit in the Second Testing Period (the “Testing Population”). The
Testing Population included both Short Sales and Deeds-in-Lieu. The sample for the Testing
Population was selected utilizing Microsoft Excel, which is a well-established and well-known
database and data analysis software product. In determining the sample size, the IRG, in
accordance with the Work Plan, utilized at least a 99% confidence level (one-tailed), 2.5%
estimated error rate, and 2% margin of error approach (99/2.5/2). The total number of loans for

10

Confidence level is a measure of the reliability of the outcome of a sample. A confidence level of 99% in
performing a test on a sample means there is a probability of at least 99% that the outcome from the testing of the
sample is representative of the outcome that would be obtained if the testing had been performed on the entire
population.

12
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Short Sales and Deeds-in-Lieu was 5,516 for total reported credit amount of $148,473,979. The
number of loans tested by the IRG was 312, which was equal to the number the Servicer and I had
contemplated when developing the Work Plan.
2.

Approach to Testing Loans. For each of the loans in the sample drawn from the

Testing Population, the IRG conducted an independent review to determine whether the loan was
eligible for credit and whether the amount of credit reported by Servicer was calculated correctly.
The IRG executed this review pursuant to and in accordance with the Testing Definition Templates
and related test plans for the Testing Population by accessing from Servicer’s System of Record
the various data inputs required to undertake the eligibility determination and credit calculation
for each loan. The IRG’s process for testing is set out in Section III.E.2 of the Interim Report.
After verifying the eligibility and recalculating credit for all loans in the sample for the
Testing Population, the IRG calculated the sum of the recalculated credits for the sample for the
Testing Population (“Actual Credit Amount”) and compared that amount against the amount of
credit claimed by Servicer for the sample of the Testing Population (“Reported Credit Amount”).
According to the Work Plan, if the Actual Credit Amount equals the Reported Credit Amount, or
if the Reported Credit Amount is not more than 2.0% greater or less than the Actual Credit Amount
for the Testing Population, the Reported Credit Amount will be deemed correct and Servicer’s
Consumer Relief Report will be deemed to have passed the Satisfaction Review and will be
certified by the IRG to the Monitor. If, however, the IRG determined that the Reported Credit
Amount for the Testing Population exceeded the Actual Credit Amount by more than 2.0%, the
IRG would inform Servicer, which would then be required to perform an analysis of the data of all
loans in the Testing Population from which the sample had been drawn, identify and correct any
errors, and provide an updated Consumer Relief Report to the IRG. The IRG would then select a

13
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new sample and test the Testing Population against the new report in accordance with the process
set forth above. If the IRG determined that the Reported Credit Amount was less than the Actual
Credit Amount by more than 2.0% for the Testing Population, Servicer would have the option of
either (i) taking credit for the amount it initially reported to the IRG or (ii) correcting any
underreporting of Consumer Relief credit and resubmitting the entire population of loans to the
IRG for further testing in accordance with the process set forth above.
3.

Results of IRG Testing. Utilizing the steps set forth above, the IRG determined that

the difference between the Reported Credit Amount and the Actual Credit Amount for the Testing
Population was within the 2.0% error threshold described above. The table below summarizes
these finding by the IRG for the Testing Population:

Testing Population

Short Sales/Deeds-in-Lieu

Loans
Sampled

Servicer
Reported
Credit
Amount

312

$8,301,845

IRG
Calculated
Amount
Actual
Overstated/
Credit
(Understated)
Amount
$8,299,440
$2,405 11

%
Difference
0.03%

Based upon the results set forth above, the IRG certified that the amount of Consumer
Relief credit claimed by Servicer was accurate and conformed to the requirements in Exhibits D
and D-1, as modified by Exhibit I. This certification was evidenced in the IRG Assertion attached
to this Report as Attachment 2, which assertion is in the form required by the Work Plan.
F.

Monitor’s Review of the IRG’s Qualifications and Performance

The Judgment requires that I conduct an ongoing review of the qualifications and
performance of the IRG.12 As described in Section III.F of the Interim Report, I conducted

11

During its loan level testing, the IRG determined that Servicer had claimed incorrect credit for five of the loans in
the sample. The net result was an overstatement of $2,405 of credit.
12
See Exhibit E, ¶ C.10
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interviews of IRG management personnel, and the PPF and my other Professionals have observed
and assessed, on an ongoing basis, the IRG’s independence, competence, and performance.
Throughout this process, I have not become aware of any facts that would lead me to question the
independence, competence, and performance of the IRG. Based on the foregoing, and other
information I received relative to the work of the IRG, including reports from my other
Professionals, I determined that the IRG possessed, during the relevant periods covered by this
Report, the independence, qualifications, and competence required by the Enforcement Terms
and the Work Plan, and that the IRG’s performance of its work met the requirements of the
Enforcement Terms and the Work Plan.
G.

Monitor’s Review of the IRG’s Assertion on Consumer Relief Credit.

1.

Preliminary Review. As discussed in the Interim Report, preliminary to the PPF’s

review of the IRG’s Consumer Relief testing for the period extending from July 1, 2013 through
April 30, 2016 (“First Testing Period”), I, along with the PPF and some of my other Professionals,
met with representatives of Servicer to gain an understanding of its mortgage banking operations,
SOR and IRG program, and the IRG’s proposed approach for Consumer Relief testing among
other things. The knowledge gained during these meetings relative to the First Testing Period
carried forward into the Second Testing Period and was supplemented by the PPF, as necessary or
appropriate, through continued interaction with the IRG and Servicer.
2.

Review. At my direction, the PPF conducted an extensive review of the testing

conducted by the IRG relative to Consumer Relief crediting for the Second Testing Period. This
review of Consumer Relief crediting began in November 2016, and continued, with only minimal
interruption, until the filing of this Report.

15

Case 1:16-cv-00199-RJL Document 26 Filed 03/14/17 Page 16 of 27

The principal focus of the review was the PPF’s testing of the entire sample of loans in the
Testing Population, following the processes and procedures set out in the Work Plan, Testing
Definition Template, and the IRG’s test plan. This review was of the same type as those undertaken
by the PPF in performing its confirmatory work for the First Testing period and included access
to information of the type substantially identical to that to which it was afforded access relative to
its confirmatory work for the First Testing Period.
3.

Results of the PPF’s Testing of Reported Consumer Relief Credit. In its review of

the IRG’s work for the Second Testing Period, as explained above, the PPF conducted detailed retesting of the entire sample of 312 loans originally tested by the IRG. As described above,
throughout its testing process, the PPF interacted extensively with the IRG to resolve questions
that arose during the testing process. These questions included the following, among others: (i) the
specifics of Servicer’s valuation policy and procedure; (ii) the evidence required for Housing Price
Index valuations; and (iii) the evidence to demonstrate borrower contributions to the transactions.
After completing the loan-level testing, the PPF determined that the IRG had correctly
validated the Consumer Relief credit amount reported by Servicer in the Testing Population. The
results of the PPF’s loan-level testing are set forth below:

Testing Population

Short Sales/Deeds-in-Lieu

13

Loans
Sampled

Servicer
Reported
Credit
Amount

312

$8,301,845

See Footnote 11. The PPF concurred with the IRG determination.

16

PPF
Calculated
Amount
Actual
Overstated/
Credit
(Understated)
Amount
$8,299,440
$2,405 13

%
Difference
0.03%
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For the sample tested, the PPF determined that the Reported Credit Amount was within the
allowable tolerance in the Work Plan.14 In addition, the PPF’s credit calculation and the IRG’s
credit calculation were the same.
The PPF documented its findings in its work papers and has reported them to me. I then
undertook an in-depth review of the IRG’s work papers with the PPF, as well as the PPF’s work
papers.
IV.

Monitor’s Review of Non-Creditable Consumer Relief Requirements
As described in Section IV of the Interim Report, as part of my review of Servicer’s

Consumer Relief activities, I have undertaken an inquiry into whether Servicer complied with the
Non-Creditable Requirements of Exhibit D, as modified by Exhibit I. As part of that inquiry, the
PPF and I interviewed certain members of Servicer’s management who possessed knowledge
concerning the processes and procedures that Servicer utilized to (i) select the borrowers to whom
it provided the Consumer Relief credit pursuant to the Judgment and (ii) ensure that it is complying
with the Non-Creditable Requirements.
Based upon the aforementioned, in conjunction with the above-described loan-level testing
undertaken by the PPF, I have no reason to believe that, in providing the Consumer Relief
claimed, Servicer has:
i)

Implemented any of the Consumer Relief Requirements through policies that are

intended to (1) disfavor a specific geography within or among states that are a party to the
Judgment or (2) discriminate against any protected class of borrowers;15

14
15

See Section III.E.2
Exhibit D, Introduction
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ii)

Required borrowers to waive or release legal claims and defenses as a condition of

approval for loss mitigation activities under these Consumer Relief requirements;16
iii)

Failed to adjust the credits it claimed for Consumer Relief implemented pursuant

to the Settlement by any incentive payments (federal or state funds) that are the source of the
Servicer’s credit claim;17 or
iv)

In the case of an owned portfolio first lien, failed to waive any deficiency amount

remaining after an eligible servicemember sells his or her principal residence in a short sale
conducted in accordance with Servicer’s then customary short sale process, so long as the
deficiency amount is less than $250,000.18
V.

State Reports/Reported Credit Amounts
In order to meet my obligation of identifying any material inaccuracies in State Reports

filed by Servicer,19 I conducted a comparison of the information contained in Servicer’s Consumer
Relief Report regarding Consumer Relief granted in the Second Testing Period to the data
contained in Servicer’s State Report filed for the quarter ending September 30, 2016. That
comparison revealed that there were no material inaccuracies in the aggregate amount of relief
reported by Servicer in its Consumer Relief Report submitted to the IRG and the amount of relief
reported by Servicer in its State Reports filed for the quarter ending September 30, 2016.

16

Exhibit D, Introduction The Judgment contains an exception to this requirement that permits Servicer to require a
waiver or release of legal claims and defenses with respect to a Consumer Relief activity offered in connection with
the resolution of a contested claim, when the borrower would not otherwise have received as favorable terms or
when the borrower receives additional consideration.
17
Exhibit D, ¶¶ 1.j.ii and 2.d.i
18
Exhibit D, ¶ 8.b.i
19
Exhibit E, ¶ D.5
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VI.

Total Consumer Relief Credit Earned by Servicer
A.

Validated Consumer Relief Credit

Based upon the procedures described above and in the Interim Report, from the Start
Date through September 30, 2016,20 Servicer is entitled to claim credit in the amount of
$371,075,290 pursuant to Exhibits D and D-1, as modified by Exhibit I. All of the credit was a
result of relief afforded to borrowers on loans in Servicer’s mortgage loan portfolio that is held
for investment. Approximately 58% of Servicer’s earned credit has been through First Lien
Principal Forgiveness and approximately 2% has been through Forgiveness of Forbearance.
Short Sales and Deeds-in-Lieu make up approximately 40% of Servicer’s earned credit. A
breakdown of the Consumer Relief credit, by type of relief, earned by Servicer from the Start
Date through September 30, 2016, is set forth in table below:

Type of Relief

Loan Count

Earned Credit Amount

First Lien Mortgage Modifications
First Lien Principal Forgiveness
Forgiveness of Forbearance

6,458
4,859
1,599

$222,601,311
214,614,828
7,986,483

Other Creditable Items
Short Sales / Deeds-in-Lieu

5,516
5,516

$148,473,979
148,473,979

11,974

$371,075,290

Total Consumer Relief Programs

B.

Servicer’s Compliance with Caps and Minimums

At my direction, the PPF has conducted an analysis of the credit claimed by Servicer
from the Start Date through September 30, 2016, and determined that, in meeting its Consumer
Relief Requirements, Servicer has complied with the caps and minimums in Exhibits D and D-1,

20

See Footnote 1.
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as modified by Exhibit I. A summary of the PPF’s findings regarding each of these caps and
minimums is set forth below.
1.

GSE-Conforming Loan Requirement for First Lien Mortgage Modifications.

Exhibit D requires that 85% of the first lien mortgages on occupied properties for which Servicer
may get credit for First Lien Mortgage Modifications must have an unpaid principal balance before
capitalization at or below the highest GSE conforming loan limit caps as of January 1, 2010. 21 The
PPF analyzed the entire population of First Lien Mortgage Modifications for which Servicer has
sought credit and determined that $214,243,302, or over 99% of the credit, was in relation to loans
that had an unpaid principal balance before capitalization at or below the highest GSE conforming
loan limit caps as of January 1, 2010.22
2.

First Lien Principal Forgiveness and Forgiveness of Forbearance. Exhibits D and

D-1, as modified by Exhibit I, require that at least $88 million of Servicer’s Consumer Relief must
be through First Lien Principal Forgiveness modifications and an additional $104 million of
Consumer Relief must be through a combination of the forms of Consumer Relief specified in
Paragraph 9.vi.b of Exhibit I, which include First Lien Principal Forgiveness modifications that
are not counted toward the aforementioned $88 million and Forgiveness of Forbearance of the type
reported on in the Interim Report.23
As discussed in the Interim Report, Servicer earned $214,614,828 in credit through First
Lien Principal Forgiveness. This credit amount is greater than the $88 million in credit required in
order for Servicer to satisfy its obligation as specified in Paragraph 9.vi.a of Exhibit I. In addition,
by applying the excess credit of $126,614,828 earned through its First Lien Principal Forgiveness

21

Exhibit D, ¶ 1.b.
GSE conforming loan limit caps as of January 1, 2010 are: 1 Unit - $729,750; 2 Units - $934,200; 3 Units $1,129,250; and 4 Units - $1,403,400.
23
See Footnote 5.
22
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modification, Servicer satisfied the requirement that HSBC provide an additional $104 million of
Consumer Relief through a combination of the forms of Consumer Relief specified in Paragraph
9.vi.b of Exhibit I.
3.

Credit Completion within Two Years of Start Date. Exhibit D, as amended by

Exhibit I, requires Servicer to complete 75% of its initial $320,000,000 Consumer Relief
Requirement credits within two years of July 1, 2013.24 Servicer completed $349,575,955 in credit
prior to June 30, 2015, representing greater than 100% of its requirement. As such, Servicer
satisfied its timeliness requirement under Exhibit D, as amended by Exhibit I.
VII.

Summary and Conclusions
On the basis of the information submitted to me and the work described in this Report:
i)

I find that the amount of Consumer Relief set out in Servicer’s Consumer Relief

Report for the period extending from July 1, 2013, to September 30, 2016, is correct and accurate
within the tolerances permitted under the Work Plan, and
ii)

I have not identified any material inaccuracies in the State Reports filed by Servicer

for the period of July 1, 2013, through September 30, 2016.
Based upon my findings in subparagraphs (i) and (ii) of this Section VII, and my findings
in the Interim Report, I conclude that Servicer has substantially complied with the material terms
of Exhibits D and D-1, as modified by Exhibit I, and has satisfied the minimum requirements and
obligations, including Non-Creditable Requirements, imposed upon it under Section III, paragraph
5 of the Judgment to provide Consumer Relief under and pursuant to Exhibits D and D-1, as
modified by Exhibit I.

24

See Exhibit D, ¶ 10.c and Exhibit I, ¶ 3
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Prior to the filing of this Report, I have conferred with Servicer and the Monitoring
Committee about my findings, and I have provided each with a copy of my Report. Immediately
after filing this Report, I will provide a copy of this Report to Servicer’s Board of Directors, or a
committee of the Board designated by Servicer.25
I respectfully submit this Report to the United States District Court for the District of
Columbia, this 14th day of March, 2017.
s/ Joseph A. Smith, Jr.
Joseph A. Smith, Jr., Monitor
P.O. Box 2091
Raleigh, NC 27602
Telephone: (919) 825-4748
Facsimile: (919) 825-4650
Joe.smith@mortgageoversight.com

25

Exhibit E, ¶ D.4
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CERTIFICATE OF SERVICE
I hereby certify that on this date I have filed a copy of the foregoing using the Court’s
CM/ECF system, which will send electronic notice of filing to the persons listed below at their
respective email addresses.
This the 14th day of March, 2017.
s/ Joseph A. Smith, Jr.
Joseph A. Smith, Jr.
SERVICE LIST
Gillian Lorraine Andrews
DELAWARE DEPARTMENT OF
JUSTICE
820 N. French Street
5th Floor
Wilmington, DE 19801
(302) 577-8844
gillian.andrews@state.de.us
Assigned: 05/05/2016

representing

STATE OF
DELAWARE
(Plaintiff)

Richard L. Bischoff
OFFICE OF ATTORNEY GENERAL
STATE OF TEXAS
401 E. Franklin
Suite 530
El Paso, TX 79901
(915) 834-5801
richard.bischoff@texasattorneygeneral.gov
Assigned: 05/19/2016

representing

STATE OF TEXAS
(Plaintiff)

Benjamin Travis Brown
TENNESSEE OFFICE OF THE
ATTORNEY GENERAL
315 Deaderick Street
20th Floor
Nashville, TN 37203
(615) 741-3533
travis.brown@ag.tn.gov
Assigned: 05/12/2016

representing

STATE OF
TENNESSEE
(Plaintiff)

Case 1:16-cv-00199-RJL Document 26 Filed 03/14/17 Page 24 of 27

Victoria Ann Butler
OFFICE OF THE FLORIDA ATTORNEY
GENERAL PAM BONDI
Consumer Protection Division
3507 E. Frontage Road
Suite 325
Tampa, FL 33607
(813) 287-7950
(813) 281-5515 (fax)
Victoria.Butler@myfloridalegal.com
Assigned: 04/21/2016

representing

STATE OF
FLORIDA
(Plaintiff)

Tina Charoenpong
CALIFORNIA DEPARTMENT OF
JUSTICE
300 South Spring Street
Suite 1702
Los Angeles, CA 90013
(213) 897-2000
tina.charoenpong@doj.ca.gov
Assigned: 06/06/2016

representing

STATE OF
CALIFORNIA
(Plaintiff)

Keith Clayton
NORTH CAROLINA DEPARTMENT OF
JUSTICE
Consumer Protection
114 W. Edenton Street
Raleigh, NC 27602
(919) 716-6373
kclayton@ncdoj.gov
Assigned: 05/18/2016

representing

STATE OF NORTH
CAROLINA
(Plaintiff)

Brian P. Hudak
U.S. ATTORNEY'S OFFICE
Civil Division
555 Fourth Street, NW
Washington, DC 20530
(202) 252-2549
(202) 252-2599 (fax)
brian.hudak@usdoj.gov
Assigned: 02/05/2016

representing

UNITED STATES OF
AMERICA
(Plaintiff)
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Scott Hiromi Ikeda
MINNESOTA ATTORNEY GENERAL'S
OFFICE
445 Minnesota Street
Suite 1100
St. Paul, MN 55101-2128
(651) 757-1385
scott.ikeda@ag.state.mn.us
Assigned: 06/06/2016

representing

STATE OF
MINNESOTA
(Plaintiff)

David B. Irvin
OFFICE OF VIRGINIA ATTORNEY
GENERAL
Antitrust and Consumer Litigation Section
900 East Main Street
Richmond, VA 23219
(804) 786-4047
dirvin@oag.state.va.us
Assigned: 05/06/2016

representing

COMMONWEALTH
OF VIRGINIA
(Plaintiff)

representing

STATE OF
COLORADO
(Plaintiff)

representing

HSBC BANK USA
NATIONAL
ASSOCIATION
(Defendant)

Theresa C. Lesher
COLORADO ATTORNEY GENERAL'S
OFFICE
1300 Broadway
Ralph L. Carr Colorado Judicial Center - 7th
Floor
Denver, CO 80203
(720) 508-6231
terri.lesher@coag.gov
Assigned: 05/10/2016
Robert Richmond Maddox
BRADLEY ARANT BOULT CUMMINGS
LLP
One Federal Place
1819 Fifth Avenue North
Birmingham, AL 35203
(205) 521-8454
(205) 488-6454 (fax)
rmaddox@babc.com
Assigned: 02/05/2016
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HSBC FINANCE
CORPORATION
(Defendant)
HSBC MORTGAGE
SERVICES, INC.
(Defendant)
HSBC NORTH
AMERICA
HOLDINGS INC.
(Defendant)
Gabriela Ivonne Martinez
OFFICE OF THE TEXAS ATTORNEY
GENERAL'S OFFICE
401 E. Franklin
Suite 530
El Paso, TX 79901
(915) 834-5806
gabriela.martinez@texasattorneygeneral.gov
Assigned: 05/19/2016
Jennifer Corinne Miner Dethmers
COLORADO DEPARTMENT OF LAW
1300 Broadway
7th Floor
Denver, CO 80203
(720) 508-6228
jennifer.dethmers@state.co.us
Assigned: 05/10/2016

representing

STATE OF TEXAS
(Plaintiff)

representing

STATE OF
COLORADO
(Plaintiff)
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James Bradley Robertson
BRADLEY ARANT BOULT CUMMINGS
LLP
One Federal Place
1819 Fifth Avenue North
Birmingham, AL 35203
(205) 521-8188
(205) 488-6188 (fax)
brobertson@babc.com
Assigned: 02/25/2016
PRO HAC VICE

representing

HSBC BANK USA
NATIONAL
ASSOCIATION
(Defendant)

HSBC FINANCE
CORPORATION
(Defendant)
HSBC MORTGAGE
SERVICES, INC.
(Defendant)
HSBC NORTH
AMERICA
HOLDINGS INC.
(Defendant)
Jeffrey W. Stump
GEORGIA DEPARTMENT OF LAW
Regulated Industries
40 Capitol Square, SW
Atlanta, GA 30334
(404) 656-3337
jstump@law.ga.gov
Assigned: 05/05/2016

representing

STATE OF
GEORGIA
(Plaintiff)
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ATTACHMENT 1
Judgment and Exhibits D, D-1, E and I

See attached.
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA,
et al.,
Plaintiffs,
v.
HSBC NORTH AMERICA HOLDINGS
INC., et al.,
Defendants.

)

FILED

)
)

MAR 14 2016

)
)
)
)
)
)
)
)
)
)

Clerk. U.S. District & BankrllpiiDJ

·~ourts for the District of Columbia

Civil Action No. 16-0199

_____________________________ )
CONSENT JUDGMENT
WHEREAS, Plaintiffs, the United States of America and the States of Alabama, Alaska,
Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia, Hawaii,
Idaho, Illinois, Indiana, Iowa, Kansas, Louisiana, Maine, Maryland, Michigan, Minnesota,
Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico,
New York, North Carolina, North Dakota, Ohio, Oregon, Rhode Island, South Carolina, South
Dakota, Tennessee, Texas, Utah, Vermont, Washington, West Virginia, Wisconsin, Wyoming,
the Commonwealths of Kentucky, Massachusetts, Pennsylvania and Virginia, and the District of
Columbia (collectively, the States, Commonwealths, and the District of Columbia are referred to
as the "States") filed their complaint on February 5, 2016, alleging that HSBC North America
Holdings Inc. ("HNAH"), HSBC Bank USA, N.A. ("HBUS"), HSBC Finance Corporation
("HBIO"), and HSBC Mortgage Services Inc. ("HMSI") (collectively, "Defendants") violated,
among other laws, the Unfair and Deceptive Acts and Practices laws ofthe Plaintiff States, the
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False Claims Act, the Financial Institutions Reform, Recovery, and Enforcement Act of 1989,
and the Bankruptcy Code and Federal Rules of Bankruptcy Procedure;
WHEREAS, the parties have agreed to resolve their claims without the need for
litigation;
WHEREAS, Defendants, by their attorneys, have consented to entry ofthis Consent
Judgment without trial or adjudication of any issue of fact or law and to waive any appeal if the
Consent Judgment is entered as submitted by the parties;
WHEREAS, Defendants, by entering into this Consent Judgment, do not admit the
allegations of the Complaint other than those facts deemed necessary to the jurisdiction of this
Court;
WHEREAS, the intention of the United States and the States in effecting this settlement
is to remediate harms allegedly resulting from the alleged unlawful conduct of the Defendants;
AND WHEREAS, Defendants have agreed to waive service of the complaint and
summons and hereby acknowledge the same;

NOW THEREFORE, without trial or adjudication of issues of fact or law, without this
Consent Judgment constituting evidence against Defendants, and upon consent of Defendants,
the Court finds that there is good and sufficient cause to enter this Consent Judgment, and that it
is therefore ORDERED, ADJUDGED, AND DECREED:

I.
1.

JURISDICTION

This Court has jurisdiction over the subject matter of this action pursuant to

28 U.S.C. §§ 1331, 1345, 1355(a), and 1367, and under 31 U.S.C. § 3732(a) and (b), and over
Defendants. The Complaint states a claim upon which relief may be granted against Defendants.
Venue is appropriate in this District pursuant to 28 U.S.C. § 1391(b)(2) and 31 U.S.C. § 3732(a).

2
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II.
2.

SERVICING STANDARDS

Defendants shall comply with the Servicing Standards, attached hereto as

Exhibit A, in accordance with their terms and Section A of Exhibit E, attached hereto.

III.
3.

FINANCIAL TERMS

Payment Settlement Amounts. Defendants shall pay the sum of one hundred

million dollars ($1 00,000,000.00), which shall be known as the "Direct Payment Settlement
Amount." Forty million and five hundred thousand dollars ($40,500,000.00) (the "Federal
Payment Settlement Amount") of the Direct Payment Settlement Amount shall be paid by
Defendants by electronic funds transfer within seven days after the date on which this Consent
Judgment has been entered by the Court and has become final and non-appealable 1 ("Date of
Entry") pursuant to written instructions to be provided by the United States Department of
Justice. The remaining fifty-nine million and five hundred thousand dollars ($59,500,000.00)
(the "State Payment Settlement Amounts") of the Direct Payment Settlement Amount shall be
paid into an interest bearing escrow account to be established for this purpose and shall be
distributed in the manner and for the purposes specified in Exhibit B. Defendants shall pay the
State Payment Settlement Amounts by electronic funds transfer, pursuant to written instructions
to be provided by the State Members of the Monitoring Committee into an escrow account
established in accordance with this Paragraph 3, within seven days of receiving notice that the
escrow account has been established or within seven days ofthe Date of Entry of this Consent
Judgment, whichever is later. After Defendants have made the required payments, Defendants
shall no longer have any property right, title, interest or other legal claim in any funds, including
those held in escrow. The interest bearing escrow account established by this Paragraph 3 is
1
An order entering the Consent Judgment shall be deemed final and non-appealable for this purpose ifthere is no
party with a right to appeal the order on the day it is entered.

3
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intended to be a Qualified Settlement Fund within the meaning of Treasury Regulation Section
1.468B-1 ofthe U.S. Internal Revenue Code of 1986, as amended. The State members of the
Monitoring Committee established in Paragraph 8 shall, in their sole discretion, appoint an
escrow agent ("Escrow Agent") who shall hold and distribute funds as provided in Exhibit B.
All costs and expenses of the Escrow Agent, including taxes, if any, shall be paid from the funds
under its control, including any interest earned on the funds.
4.

Payments to Foreclosed Borrowers. In accordance with written instructions from

the State members of the Monitoring Committee, for the purposes set forth in Exhibit C, the
Escrow Agent shall transfer from the escrow account to the Administrator appointed under
Exhibit C fifty-nine million and three hundred thousand dollars ($59,300,000) (the "Borrower
Payment Amount") to enable the Administrator to provide cash payments to borrowers whose
homes were finally sold or taken in foreclosure by Defendants between and including January 1,
2008 and December 31, 20 12; who submit claims allegedly arising from the Covered Conduct
(as that term is defined in Exhibit G hereto); and who otherwise meet criteria set forth by the
State members ofthe Monitoring Committee; and to pay the reasonable costs and expenses of a
Settlement Administrator, including state and federal taxes and fees for tax counsel, if any.
Defendants shall also pay or cause to be paid any additional amounts necessary to pay claims, if
any, for borrowers whose data is provided to the Settlement Administrator by Defendants after
Defendants warrant that the data is complete and accurate pursuant to Paragraph 3 of Exhibit C.
The Borrower Payment Amount and any other funds provided to the Administrator for these
purposes shall be administered in accordance with the terms set forth in Exhibit C.
5.

Consumer Relief Defendants shall provide three hundred and seventy million

dollars ($370,000,000.00) ofreliefto consumers who meet the eligibility criteria in the forms

4

Case
Case1:16-cv-00199-RJL
1:16-cv-00199-RJL Document
Document26-1
8 Filed
Filed03/14/16
03/14/17 Page
Page5 6ofof6653

and amounts described in Paragraphs 1-9 ofExhibit D, as amended by Exhibit I, to remediate
harms allegedly caused by the alleged unlawful conduct of Defendants.

Defendants shall

receive credit towards its consumer relief obligations as described in Exhibit D as amended by
Exhibit I.

IV. ENFORCEMENT
6.

The Servicing Standards and Consumer Relief Requirements, attached as

Exhibits A and D, are incorporated herein as the judgment of this Court and shall be enforced in
accordance with the authorities provided in the Enforcement Terms, attached hereto as Exhibit E.
7.

The Parties agree that Joseph A. Smith, Jr. shall be the Monitor and shall have the

authorities and perform the duties described in the Enforcement Terms, attached hereto as
Exhibit E.
8.

The Parties agree that the Monitoring Committee established pursuant to certain

Consent Judgments entered in United States, eta/. v. Bank ofAmerica Corp., eta/., No. 12-civ00361-RMC (April4, 2012) (Docket Nos. 10-14) and referenced specifically in paragraph 8 of
those Consent Judgments, shall be designated as the committee responsible for performing the
role of the Administration and Monitoring Committee, as described in the Enforcement Terms.
References to the "Monitoring Committee" in this Consent Judgment and related documents
shall be understood to refer to the same Monitoring Committee as that established in the Bank of

America Corp. case referenced in the preceding sentence, except that the Monitoring Committee
will not include any non-signatories to this Consent Judgment, and the Monitoring Committee
shall serve as the representative of the participating state and federal agencies in the
administration of all aspects of this Consent Judgment and the monitoring of compliance with it
by the Defendants.

5
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V.
9.

RELEASES

The United States and Defendants have agreed, in consideration for the terms

provided herein, for the release of certain claims and remedies, as provided in the Federal
Release, attached hereto as Exhibit F. The United States and Defendants have also agreed that
certain claims and remedies are not released, as provided in Paragraph 11 ofExhibit F. The
releases contained in Exhibit F shall become effective upon payment of the Direct Payment
Settlement Amount by Defendants.
10.

The Plaintiff States and Defendants have agreed, in consideration for the terms

provided herein, for the release of certain claims and remedies, as provided in the State Release,
attached hereto as Exhibit G. The State Plaintiffs and Defendants have also agreed that certain
claims and remedies are not released, as provided in Part IV ofExhibit G. The releases
contained in Exhibit G shall become effective upon payment of the Direct Payment Settlement
Amount by Defendants.

VI.
11.

OTHER TERMS

In the event that the Defendants (a) do not complete the Consumer Relief

Requirements set forth in Exhibit D, as amended by Exhibit I, and (b) do not make the Consumer
Relief Payments (as that term is defined in Exhibit F (Federal Release)) and fail to cure such
non-payment within thirty days of written notice by the party, the United States and any State
Plaintiff may withdraw from the Consent Judgment and declare it null and void with respect to
the withdrawing party.
12.

This Court retains jurisdiction for the duration of this Consent Judgment to

enforce its terms. The parties may jointly seek to modifY the terms of this Consent Judgment,

6
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subject to the approval of this Court. This Consent Judgment may be modified only by order of
this Court.
13.

The Effective Date of this Consent Judgment shall be the date the Consent

Judgment is executed by all parties.
14.

This Consent Judgment shall remain in full force and effect until four Quarters of

compliance testing have been completed, which shall be no later than December 31, 2016 (the
"Term"), at which time the Defendants' obligations under the Consent Judgment shall expire,
except that, pursuant to Exhibit E, Defendants shall submit a final Quarterly Report for the last
Quarter or portion thereof falling within the Term and cooperate with the Monitor's review of
said report and the Monitor's review and certification that Defendant has completed its consumer
relief obligations, if not already certified, all of which shall be concluded no later than June 30,
2017. Defendants' obligations to submit a final Quarterly Report and cooperate with the
Monitor's review of said report and Defendant's consumer relief obligations shall expire June
30, 2017, but the Court shall retain jurisdiction for purposes of enforcing or remedying any
outstanding violations, including any violations that are identified in the final Monitor Report
and that have occurred but not been cured during the Term, and to enforce HSBC's consumer
relief obligations, to the extent that the Monitor has not already certified that HSBC has satisfied
its consumer relief obligations. The Parties have agreed to a shortened term in recognition of the
fact that HBIO has steadily decreased its servicing portfolio over the last several years, and has
moved a significant portion of its remaining serviced loans to held-for-sale status, ultimately
intending to exit servicing.
15.

Except as otherwise agreed in Exhibit B, each party to this litigation will bear its

own costs and attorneys' fees associated with this litigation.

7
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16.

Nothing in this Consent Judgment shall relieve Defendants of their obligation to

comply with applicable state and federal law.
17.

The sum and substance ofthe parties' agreement and of this Consent Judgment

are reflected herein and in the Exhibits attached hereto. In the event of a conflict between the
terms of the Exhibits and paragraphs 1-17 of this summary document, the terms ofthe Exhibits
shall govern.

.,..

SO ORDERED thisl"'' day

of~..::...-t.---=----=:.J~.____

8
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Consumer Relief Requirements
$Q\6HUYLFHUDVGHILQHGLQWKH6HUYLFLQJ6WDQGDUGVVHWIRUWKLQ([KLELW$WRWKLV
&RQVHQW-XGJPHQW KHUHLQDIWHU³6HUYLFHU´RU³3DUWLFLSDWLQJ6HUYLFHU´ DJUHHVWKDWLWZLOO
QRWLPSOHPHQWDQ\RIWKH&RQVXPHU5HOLHI5HTXLUHPHQWVGHVFULEHGKHUHLQWKURXJK
SROLFLHVWKDWDUHLQWHQGHGWR L GLVIDYRUDVSHFLILFJHRJUDSK\ZLWKLQRUDPRQJVWDWHVWKDW
DUHDSDUW\WRWKH&RQVHQW-XGJPHQWRU LL GLVFULPLQDWHDJDLQVWDQ\SURWHFWHGFODVVRI
ERUURZHUV7KLVSURYLVLRQVKDOOQRWSUHFOXGHWKHLPSOHPHQWDWLRQRISLORWSURJUDPVLQ
SDUWLFXODUJHRJUDSKLFDUHDV
$Q\GLVFXVVLRQRISURSHUW\LQWKHVH&RQVXPHU5HOLHI5HTXLUHPHQWVLQFOXGLQJ
DQ\GLVFXVVLRQLQ7DEOHRURWKHUGRFXPHQWVDWWDFKHGKHUHWRUHIHUVWRDXQLWVLQJOH
IDPLO\SURSHUW\ KHUHLQDIWHU³3URSHUW\´RUFROOHFWLYHO\³3URSHUWLHV´ 
$Q\FRQVXPHUUHOLHIJXLGHOLQHVRUUHTXLUHPHQWVWKDWDUHIRXQGLQ7DEOHRURWKHU
GRFXPHQWVDWWDFKHGKHUHWRDUHKHUHE\LQFRUSRUDWHGLQWRWKHVH&RQVXPHU5HOLHI
5HTXLUHPHQWVDQGVKDOOEHDIIRUGHGWKHVDPHGHIHUHQFHDVLIWKH\ZHUHZULWWHQLQWKHWH[W
EHORZ
)RUWKHDYRLGDQFHRIGRXEWVXEMHFWWRWKH&RQVXPHU5HOLHI5HTXLUHPHQWV
GHVFULEHGEHORZ6HUYLFHUVKDOOUHFHLYHFUHGLWIRUFRQVXPHUUHOLHIDFWLYLWLHVZLWKUHVSHFW
WRORDQVLQVXUHGRUJXDUDQWHHGE\WKH86'HSDUWPHQWRI+RXVLQJDQG8UEDQ
'HYHORSPHQW86'HSDUWPHQWRI9HWHUDQV$IIDLUVRUWKH86'HSDUWPHQWRI
$JULFXOWXUHLQDFFRUGDQFHZLWKWKHWHUPVDQGFRQGLWLRQVKHUHLQSURYLGHGWKDWQRWKLQJ
KHUHLQVKDOOEHGHHPHGWRLQDQ\ZD\UHOLHYH6HUYLFHURIWKHREOLJDWLRQWRFRPSO\ZLWK
WKHUHTXLUHPHQWVRIWKH86'HSDUWPHQWRI+RXVLQJDQG8UEDQ'HYHORSPHQW86
'HSDUWPHQWRI9HWHUDQV$IIDLUVDQGWKH86'HSDUWPHQWRI$JULFXOWXUHZLWKUHVSHFWWR
WKHVHUYLFLQJRIVXFKORDQV
6HUYLFHUVKDOOQRWLQWKHRUGLQDU\FRXUVHUHTXLUHDERUURZHUWRZDLYHRUUHOHDVH
OHJDOFODLPVDQGGHIHQVHVDVDFRQGLWLRQRIDSSURYDOIRUORVVPLWLJDWLRQDFWLYLWLHVXQGHU
WKHVH&RQVXPHU5HOLHI5HTXLUHPHQWV+RZHYHUQRWKLQJKHUHLQVKDOOSUHFOXGH6HUYLFHU
IURPUHTXLULQJDZDLYHURUUHOHDVHRIOHJDOFODLPVDQGGHIHQVHVZLWKUHVSHFWWRD
&RQVXPHU5HOLHIDFWLYLW\RIIHUHGLQFRQQHFWLRQZLWKWKHUHVROXWLRQRIDFRQWHVWHGFODLP
ZKHQWKHERUURZHUZRXOGQRWRWKHUZLVHKDYHUHFHLYHGDVIDYRUDEOHWHUPVRUZKHQWKH
ERUURZHUUHFHLYHVDGGLWLRQDOFRQVLGHUDWLRQ
3URJUDPPDWLFH[FHSWLRQVWRWKHFUHGLWLQJDYDLODEOHIRUWKH&RQVXPHU5HOLHI
5HTXLUHPHQWVOLVWHGEHORZPD\EHJUDQWHGE\WKH0RQLWRULQJ&RPPLWWHHRQDFDVHE\
FDVHEDVLV
7RWKHH[WHQWD6HUYLFHULVUHVSRQVLEOHIRUWKHVHUYLFLQJRIDPRUWJDJHORDQWR
ZKLFKWKHVH&RQVXPHU5HOLHI5HTXLUHPHQWVPD\DSSO\WKH6HUYLFHUVKDOOUHFHLYHFUHGLW
IRUDOOFRQVXPHUUHOLHIDQGUHILQDQFLQJDFWLYLWLHVXQGHUWDNHQLQFRQQHFWLRQZLWKVXFK

'
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\
PRUWJDJHORDQE\DQ\RILWVVXEVHUYLFHUVWRWKHVDPHH[WHQWDVLI6HUYLFHUKDGXQGHUWDNHQ
VXFKDFWLYLWLHVLWVHOI 
 )LUVW/LHQ0RUWJDJH0RGLILFDWLRQV
D 6HUYLFHUZLOOUHFHLYHFUHGLWXQGHU7DEOH6HFWLRQIRUILUVWOLHQ
PRUWJDJHORDQPRGLILFDWLRQVPDGHLQDFFRUGDQFHZLWKWKHJXLGHOLQHVVHW
IRUWKLQWKLV6HFWLRQ
E )LUVWOLHQVRQRFFXSLHG3URSHUWLHVZLWKDQXQSDLGSULQFLSDOEDODQFH
³83%´ SULRUWRFDSLWDOL]DWLRQDWRUEHORZWKHKLJKHVW*6(FRQIRUPLQJ
ORDQOLPLWFDSDVRI-DQXDU\VKDOOFRQVWLWXWHDWOHDVWRIWKH
HOLJLEOHFUHGLWVIRUILUVWOLHQV WKH³$SSOLFDEOH/LPLWV´ 
F (OLJLEOHERUURZHUVPXVWEHDWOHDVWGD\VGHOLQTXHQWRURWKHUZLVH
TXDOLI\DVEHLQJDWLPPLQHQWULVNRIGHIDXOWGXHWRERUURZHU¶VILQDQFLDO
VLWXDWLRQ
G (OLJLEOHERUURZHUV¶SUHPRGLILFDWLRQORDQWRYDOXHUDWLR ³/79´ LV
JUHDWHUWKDQ
H 3RVWPRGLILFDWLRQSD\PHQWVKRXOGWDUJHWDGHEWWRLQFRPHUDWLR ³'7,´ 
RI RUDQDIIRUGDELOLW\PHDVXUHPHQWFRQVLVWHQWZLWK+$03
JXLGHOLQHV DQGDPRGLILHG/79RIQRJUHDWHUWKDQSURYLGHGWKDW
HOLJLEOHERUURZHUVUHFHLYHDPRGLILFDWLRQWKDWPHHWVWKHIROORZLQJWHUPV
L 3D\PHQWRISULQFLSDODQGLQWHUHVWPXVWEHUHGXFHGE\DWOHDVW
LL :KHUH/79H[FHHGVDWD'7,RISULQFLSDOVKDOOEH
UHGXFHGWRD/79RIVXEMHFWWRDPLQLPXP'7,RI
ZKLFKPLQLPXPPD\EHZDLYHGE\6HUYLFHUDW6HUYLFHU¶VVROH

 ,ID6HUYLFHUKROGVDPRUWJDJHORDQEXWGRHVQRWVHUYLFHRUFRQWUROWKHVHUYLFLQJ
ULJKWVIRUVXFKORDQ HLWKHUWKURXJKLWVRZQVHUYLFLQJRSHUDWLRQVRUDVXEVHUYLFHU 
WKHQQRFUHGLWVKDOOEHJUDQWHGWRWKDW6HUYLFHUIRUFRQVXPHUUHOLHIDQGUHILQDQFLQJ
DFWLYLWLHVUHODWHGWRWKDWORDQ


 6HUYLFHUPD\UHO\RQDERUURZHU¶VVWDWHPHQWDWWKHWLPHRIWKHPRGLILFDWLRQ
HYDOXDWLRQWKDWD3URSHUW\LVRFFXSLHGRUWKDWWKHERUURZHULQWHQGVWRUHQWRUUH
RFFXS\WKHSURSHUW\



 &RQVLVWHQWZLWK+$03'7,LVEDVHGRQILUVWOLHQPRUWJDJHGHEWRQO\)RUQRQ
RZQHURFFXSLHGSURSHUWLHV6HUYLFHUVKDOOFRQVLGHURWKHUDSSURSULDWHPHDVXUHVRI
DIIRUGDELOLW\



 )RUWKHSXUSRVHVRIWKHVHJXLGHOLQHV/79PD\EHGHWHUPLQHGLQDFFRUGDQFHZLWK
+$0335$

'
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GLVFUHWLRQ SURYLGHGWKDWIRULQYHVWRURZQHGORDQVWKH/79DQG
'7,QHHGQRWEHUHGXFHGWRDOHYHOWKDWZRXOGFRQYHUWWKH
PRGLILFDWLRQWRQHWSUHVHQWYDOXH ³139´ QHJDWLYH
I '7,UHTXLUHPHQWVPD\EHZDLYHGIRUILUVWOLHQPRUWJDJHVWKDWDUHGD\V
RUPRUHGHOLQTXHQWDVORQJDVSD\PHQWRISULQFLSDODQGLQWHUHVWLVUHGXFHG
E\DWOHDVWDQG/79LVUHGXFHGWRDWOHDVW
J 6HUYLFHUVKDOODOVREHHQWLWOHGWRFUHGLWIRUDQ\DPRXQWVRISULQFLSDO
UHGXFWLRQZKLFKORZHU/79EHORZ
K :KHQ6HUYLFHUUHGXFHVSULQFLSDORQDILUVWOLHQPRUWJDJHYLDLWV
SURSULHWDU\PRGLILFDWLRQSURFHVVDQGD3DUWLFLSDWLQJ6HUYLFHURZQVWKH
VHFRQGOLHQPRUWJDJHWKHVHFRQGOLHQVKDOOEHPRGLILHGE\WKHVHFRQGOLHQ
RZQLQJ3DUWLFLSDWLQJ6HUYLFHULQDFFRUGDQFHZLWK6HFWLRQFLEHORZ
SURYLGHGWKDWDQ\3DUWLFLSDWLQJ6HUYLFHURWKHUWKDQWKHILYHODUJHVW
VHUYLFHUVVKDOOEHJLYHQDUHDVRQDEOHDPRXQWRIWLPHDVGHWHUPLQHGE\WKH
0RQLWRUDIWHUWKDW3DUWLFLSDWLQJ6HUYLFHU¶V6WDUW'DWHWRPDNHV\VWHP
FKDQJHVQHFHVVDU\WRSDUWLFLSDWHLQDQGLPSOHPHQWWKLVUHTXLUHPHQW
&UHGLWIRUVXFKVHFRQGOLHQPRUWJDJHZULWHGRZQVVKDOOEHFUHGLWHGLQ
DFFRUGDQFHZLWKWKHVHFRQGOLHQSHUFHQWDJHVDQGFDSGHVFULEHGLQ7DEOH
6HFWLRQ
L ,QWKHHYHQWWKDWLQWKHILUVWPRQWKVDIWHU6HUYLFHU¶V6WDUW'DWH DV
GHILQHGEHORZ 6HUYLFHUWHPSRUDULO\SURYLGHVIRUEHDUDQFHRUFRQGLWLRQDO
IRUJLYHQHVVWRDQHOLJLEOHERUURZHUDVWKH6HUYLFHUUDPSVXSXVHRI
SULQFLSDOUHGXFWLRQ6HUYLFHUVKDOOUHFHLYHFUHGLWIRUSULQFLSDOUHGXFWLRQRQ
VXFKPRGLILFDWLRQVSURYLGHGWKDW L 6HUYLFHUPD\QRWUHFHLYHFUHGLWIRU
ERWKWKHIRUEHDUDQFHDQGWKHVXEVHTXHQWSULQFLSDOUHGXFWLRQDQG LL 
6HUYLFHUZLOORQO\UHFHLYHWKHFUHGLWIRUWKHSULQFLSDOUHGXFWLRQRQFHWKH
SULQFLSDOLVDFWXDOO\IRUJLYHQLQDFFRUGDQFHZLWKWKHVH&RQVXPHU5HOLHI
5HTXLUHPHQWVDQG7DEOH
M (OLJLEOHPRGLILFDWLRQVLQFOXGHDQ\PRGLILFDWLRQWKDWLVPDGHRQRUDIWHU
6HUYLFHU¶V6WDUW'DWHLQFOXGLQJ
L :ULWHRIIVPDGHWRDOORZIRUUHILQDQFLQJXQGHUWKH)+$6KRUW
5HILQDQFH3URJUDP
LL 0RGLILFDWLRQVXQGHUWKH0DNLQJ+RPH$IIRUGDEOH3URJUDP
LQFOXGLQJWKH+RPH$IIRUGDEOH0RGLILFDWLRQ3URJUDP ³+$03´ 
7LHURU7LHU RUWKH+RXVLQJ)LQDQFH$JHQF\+DUGHVW+LW)XQG
³+)$+DUGHVW+LW)XQG´  RUDQ\RWKHUIHGHUDOSURJUDP ZKHUH
SULQFLSDOLVIRUJLYHQH[FHSWWRWKHH[WHQWWKDWVWDWHRUIHGHUDOIXQGV
SDLGWR6HUYLFHULQLWVFDSDFLW\DVDQLQYHVWRUDUHWKHVRXUFHRID
6HUYLFHU¶VFUHGLWFODLP

'
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LLL 0RGLILFDWLRQVXQGHURWKHUSURSULHWDU\RURWKHUJRYHUQPHQW
PRGLILFDWLRQSURJUDPVSURYLGHGWKDWVXFKPRGLILFDWLRQVPHHWWKH
JXLGHOLQHVVHWIRUWKKHUHLQ
 6HFRQG/LHQ3RUWIROLR0RGLILFDWLRQV
D 6HUYLFHULVUHTXLUHGWRDGKHUHWRWKHVHJXLGHOLQHVLQRUGHUWRUHFHLYHFUHGLW
XQGHU7DEOH6HFWLRQ
E $ZULWHGRZQRIDVHFRQGOLHQPRUWJDJHZLOOEHFUHGLWDEOHZKHUHVXFK
ZULWHGRZQIDFLOLWDWHVHLWKHU D DILUVWOLHQPRGLILFDWLRQWKDWLQYROYHVDQ
RFFXSLHG3URSHUW\IRUZKLFKWKHERUURZHULVGD\VGHOLQTXHQWRU
RWKHUZLVHDWLPPLQHQWULVNRIGHIDXOWGXHWRWKHERUURZHU¶VILQDQFLDO
VLWXDWLRQRU E DVHFRQGOLHQPRGLILFDWLRQWKDWLQYROYHVDQRFFXSLHG
3URSHUW\ZLWKDVHFRQGOLHQZKLFKLVDWOHDVWGD\VGHOLQTXHQWRU
RWKHUZLVHDWLPPLQHQWULVNRIGHIDXOWGXHWRWKHERUURZHU¶VILQDQFLDO
VLWXDWLRQ

 7ZRH[DPSOHVDUHKHUHE\SURYLGHG([DPSOHRQDPRUWJDJHORDQDW/79ZKHQD6HUYLFHU



LQLWVFDSDFLW\DVDQLQYHVWRU H[WLQJXLVKHVRISULQFLSDOWKURXJKWKH+$033ULQFLSDO5HGXFWLRQ
$OWHUQDWLYH ³35$´ PRGLILFDWLRQLQRUGHUWREULQJWKH/79GRZQWRLIWKH6HUYLFHUUHFHLYHV
LQ35$SULQFLSDOUHGXFWLRQLQFHQWLYHSD\PHQWVIURPWKH86'HSDUWPHQWRIWKH7UHDVXU\IRU
WKDWH[WLQJXLVKPHQWWKHQWKH6HUYLFHUPD\FODLPRISULQFLSDOUHGXFWLRQIRUFUHGLWXQGHUWKHVH
&RQVXPHU5HOLHI5HTXLUHPHQWV

LTV Reduction Band:
/79WR/79
/79WR/79
/79WR/79
/79WR/79
Total:

HAMP-PRA Incentive Amount
Received:
 /79  
 /79  
 /79  
1RQH QRFUHGLWEHORZ/79 
$28.10

Allowable Settlement Credit:
 /79   
 /79   
 /79   
 /79  
$46.90


([DPSOHRQDPRUWJDJHORDQDW/79ZKHQD6HUYLFHU LQLWVFDSDFLW\DVDQLQYHVWRU 
H[WLQJXLVKHVRISULQFLSDOWKURXJKD+$0335$PRGLILFDWLRQLQRUGHUWREULQJWKH/79GRZQWR
LIWKH6HUYLFHUUHFHLYHVLQ35$SULQFLSDOUHGXFWLRQLQFHQWLYHSD\PHQWVIURP7UHDVXU\
IRUWKDWH[WLQJXLVKPHQWWKHQDOWKRXJKWKH6HUYLFHUZRXOGKDYHIXQGHGLQSULQFLSDOUHGXFWLRQ
RQWKDWORDQWKH6HUYLFHUPD\FODLPRISULQFLSDOUHGXFWLRQIRUFUHGLWXQGHUWKHVH&RQVXPHU
5HOLHI5HTXLUHPHQWV

LTV Reduction Band:
/79WR/79
/79WR/79
/79WR/79
/79WR/79
/79WR/79
Total:

HAMP-PRA Incentive Amount
Received:
 /79  
 /79  
 /79  
 /79  
1RQH QRFUHGLWEHORZ/79 
$35.60



'

Allowable Settlement Credit:
 /79   
 /79   
 /79   
 /79   
 /79  
$55.70
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F 5HTXLUHG6HFRQG/LHQ0RGLILFDWLRQV
L 6HUYLFHUDJUHHVWKDWLWPXVWZULWHGRZQVHFRQGOLHQVFRQVLVWHQW
ZLWKWKHIROORZLQJSURJUDPXQWLOLWV&RQVXPHU5HOLHI5HTXLUHPHQW
FUHGLWVDUHIXOILOOHG
 $ZULWHGRZQRIDVHFRQGOLHQPRUWJDJHZLOOEHFUHGLWDEOH
ZKHUHDVXFFHVVIXOILUVWOLHQPRGLILFDWLRQLVFRPSOHWHGE\D
3DUWLFLSDWLQJ6HUYLFHUYLDDVHUYLFHU¶VSURSULHWDU\QRQ
+$03PRGLILFDWLRQSURFHVVLQDFFRUGDQFHZLWK6HFWLRQ
ZLWKWKHILUVWOLHQPRGLILFDWLRQPHHWLQJWKHIROORZLQJ
FULWHULD
D 0LQLPXPSD\PHQWUHGXFWLRQ SULQFLSDODQG
LQWHUHVW 
E ,QFRPHYHULILHG
F $83%DWRUEHORZWKH$SSOLFDEOH/LPLWVDQG
G 3RVWPRGLILFDWLRQ'7,EHWZHHQDQG
 ,ID3DUWLFLSDWLQJ6HUYLFHUKDVFRPSOHWHGDVXFFHVVIXO
SURSULHWDU\ILUVWOLHQPRGLILFDWLRQDQGWKHVHFRQGOLHQORDQ
DPRXQWLVJUHDWHUWKDQ83%DQGWKHFXUUHQWPRQWKO\
SD\PHQWLVJUHDWHUWKDQWKHQ
D 6HUYLFHUVKDOOH[WLQJXLVKDQGUHFHLYHFUHGLWLQ
DFFRUGDQFHZLWK7DEOH6HFWLRQLLLRQDQ\
VHFRQGOLHQWKDWLVJUHDWHUWKDQGD\VGHOLQTXHQW
E 2WKHUZLVH6HUYLFHUVKDOOVROYHIRUDVHFRQGOLHQ
SD\PHQWXWLOL]LQJWKH+$036HFRQG/LHQ
0RGLILFDWLRQ3URJUDP ³03´ ORJLFXVHGDVRI
-DQXDU\
F 6HUYLFHUVKDOOXVHWKHIROORZLQJSD\PHQWZDWHUIDOO
L )RUJLYHQHVVHTXDOWRWKHOHVVHURI D 
DFKLHYLQJFRPELQHGORDQWRYDOXH
UDWLR ³&/79´ RU E 83% VXEMHFWWR
PLQLPXPIRUJLYHQHVVOHYHO WKHQ
LL 5HGXFHUDWHXQWLOWKH03SD\PHQWUHTXLUHG
E\03ORJLFDVRI-DQXDU\WKHQ


 &RQVLVWHQWZLWK+$03'7,LVEDVHGRQILUVWOLHQPRUWJDJHGHEWRQO\)RUQRQ
RZQHURFFXSLHGSURSHUWLHV6HUYLFHUVKDOOFRQVLGHURWKHUDSSURSULDWHPHDVXUHVRI
DIIRUGDELOLW\

'
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LLL ([WHQGWHUPWR³037HUP´ JUHDWHURI
PRGLILHGILUVWRUUHPDLQLQJVHFRQG 
G 6HUYLFHUVKDOOPDLQWDLQDQ,2SURGXFWRSWLRQ
FRQVLVWHQWZLWK03SURWRFROV
G (OLJLEOHVHFRQGOLHQPRGLILFDWLRQVLQFOXGHDQ\PRGLILFDWLRQWKDWLVPDGH
RQRUDIWHU6HUYLFHU¶V6WDUW'DWHLQFOXGLQJ
L 3ULQFLSDOUHGXFWLRQRUH[WLQJXLVKPHQWVWKURXJKWKH0DNLQJ+RPH
$IIRUGDEOH3URJUDP LQFOXGLQJ03 WKH)+$6KRUW5HILQDQFH
6HFRQG/LHQ ³)+$/3´ 3URJUDPRUWKH+)$+DUGHVW+LW)XQG
RUDQ\RWKHUIHGHUDOSURJUDP H[FHSW WRWKHH[WHQW WKDWVWDWHRU
IHGHUDOIXQGVDUHWKHVRXUFHRID6HUYLFHU¶VFUHGLWFODLP
LL 6HFRQGOLHQZULWHGRZQVRUH[WLQJXLVKPHQWVFRPSOHWHGXQGHU
SURSULHWDU\PRGLILFDWLRQSURJUDPVDUHHOLJLEOHSURYLGHGWKDWVXFK
ZULWHGRZQVRUH[WLQJXLVKPHQWVPHHWWKHJXLGHOLQHVDVVHWIRUWK
KHUHLQ
H ([WLQJXLVKLQJEDODQFHVRIVHFRQGOLHQVWRVXSSRUWWKHIXWXUHDELOLW\RI
LQGLYLGXDOVWREHFRPHKRPHRZQHUVZLOOEHFUHGLWHGEDVHGRQDSSOLFDEOH
FUHGLWVLQ7DEOH
 (QKDQFHG%RUURZHU7UDQVLWLRQDO)XQGV
6HUYLFHUPD\UHFHLYHFUHGLWDVGHVFULEHGLQ7DEOH6HFWLRQIRU
SURYLGLQJDGGLWLRQDOWUDQVLWLRQDOIXQGVWRKRPHRZQHUVLQFRQQHFWLRQZLWK
DVKRUWVDOHRUGHHGLQOLHXRIIRUHFORVXUHWRKRPHRZQHUVIRUWKHDPRXQW
DERYH
 6KRUW6DOHV
D $VGHVFULEHGLQWKHSUHFHGLQJSDUDJUDSK6HUYLFHUPD\UHFHLYHFUHGLWIRU
SURYLGLQJLQFHQWLYHSD\PHQWVIRUERUURZHUVRQRUDIWHU6HUYLFHU¶V6WDUW
'DWHZKRDUHHOLJLEOHDQGDPHQDEOHWRDFFHSWLQJVXFKSD\PHQWVLQUHWXUQ
IRUDGLJQLILHGH[LWIURPD3URSHUW\YLDVKRUWVDOHRUVLPLODUSURJUDP
&UHGLWVKDOOEHSURYLGHGLQDFFRUGDQFHZLWK7DEOH6HFWLRQL
E 7RIDFLOLWDWHVXFKVKRUWVDOHV6HUYLFHUPD\UHFHLYHFUHGLWIRUH[WLQJXLVKLQJ
VHFRQGOLHQVRQRUDIWHU6HUYLFHU¶V6WDUW'DWHXQGHU7DEOH6HFWLRQ
F 6KRUWVDOHVWKURXJKWKH+RPH$IIRUGDEOH)RUHFORVXUH$OWHUQDWLYHV
+$)$ 3URJUDPRUDQ\+)$+DUGHVW+LW)XQGSURJUDPRUSURSULHWDU\
SURJUDPVFORVHGRQRUDIWHU6HUYLFHU¶V6WDUW'DWHDUHHOLJLEOH
G 6HUYLFHUVKDOOEHUHTXLUHGWRH[WLQJXLVKDVHFRQGOLHQRZQHGE\6HUYLFHU
EHKLQGDVXFFHVVIXOVKRUWVDOHGHHGLQOLHXFRQGXFWHGE\D3DUWLFLSDWLQJ
6HUYLFHU SURYLGHGWKDWDQ\3DUWLFLSDWLQJ6HUYLFHURWKHUWKDQWKHILYH
ODUJHVWVHUYLFHUVVKDOOEHJLYHQDUHDVRQDEOHDPRXQWRIWLPHDVGHWHUPLQHG

'
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E\WKH0RQLWRUDIWHUWKHLU6WDUW'DWHWRPDNHV\VWHPFKDQJHVQHFHVVDU\WR
SDUWLFLSDWHLQDQGLPSOHPHQWWKLVUHTXLUHPHQW ZKHUHWKHILUVWOLHQLV
JUHDWHUWKDQ/79DQGKDVD83%DWRUEHORZWKH$SSOLFDEOH/LPLWV
XQWLO6HUYLFHU¶V&RQVXPHU5HOLHI5HTXLUHPHQWFUHGLWVDUHIXOILOOHG7KH
ILUVWOLHQKROGHUZRXOGSD\WRWKHVHFRQGOLHQKROGHURI83%VXEMHFWWR
DIORRUDQGDQFHLOLQJ7KHVHFRQGOLHQKROGHUZRXOGWKHQ
UHOHDVHWKHQRWHRUOLHQDQGZDLYHWKHEDODQFH
 'HILFLHQF\:DLYHUV
D 6HUYLFHUPD\UHFHLYHFUHGLWIRUZDLYLQJGHILFLHQF\EDODQFHVLIQRWHOLJLEOH
IRUFUHGLWXQGHUVRPHRWKHUSURYLVLRQVXEMHFWWRWKHFDSSURYLGHGLQWKH
7DEOH6HFWLRQL
E &UHGLWIRUVXFKZDLYHUVRIDQ\GHILFLHQF\LVRQO\DYDLODEOHZKHUH6HUYLFHU
KDVDYDOLGGHILFLHQF\FODLPPHDQLQJZKHUH6HUYLFHUFDQHYLGHQFHWRWKH
0RQLWRUWKDWLWKDGWKHDELOLW\WRSXUVXHDGHILFLHQF\DJDLQVWWKHERUURZHU
EXWZDLYHGLWVULJKWWRGRVRDIWHUFRPSOHWLRQRIWKHIRUHFORVXUHVDOH
 )RUEHDUDQFHIRU8QHPSOR\HG%RUURZHUV
D 6HUYLFHUPD\UHFHLYHFUHGLWIRUIRUJLYHQHVVRISD\PHQWRIDUUHDUDJHVRQ
EHKDOIRIDQXQHPSOR\HGERUURZHULQDFFRUGDQFHZLWK7DEOH6HFWLRQL
E 6HUYLFHUPD\UHFHLYHFUHGLWXQGHU7DEOH6HFWLRQLLIRUIXQGV
H[SHQGHGWRILQDQFHSULQFLSDOIRUEHDUDQFHVROXWLRQVIRUXQHPSOR\HG
ERUURZHUVDVDPHDQVRINHHSLQJWKHPLQWKHLUKRPHVXQWLOVXFKWLPHDV
WKHERUURZHUFDQUHVXPHSD\PHQWV&UHGLWZLOORQO\EHSURYLGHG
EHJLQQLQJLQWKHWKPRQWKRIWKHIRUEHDUDQFHXQGHU7DEOH6HFWLRQLL
 $QWL%OLJKW3URYLVLRQV
D 6HUYLFHUPD\UHFHLYHFUHGLWIRUFHUWDLQDQWLEOLJKWDFWLYLWLHVLQDFFRUGDQFH
ZLWKDQGVXEMHFWWRFDSVFRQWDLQHGLQ7DEOH6HFWLRQ
E $Q\3URSHUW\YDOXHXVHGWRFDOFXODWHFUHGLWVIRUWKLVSURYLVLRQVKDOOKDYHD
SURSHUW\HYDOXDWLRQPHHWLQJWKHVWDQGDUGVDFFHSWDEOHXQGHUWKH0DNLQJ
+RPH$IIRUGDEOHSURJUDPVUHFHLYHGZLWKLQPRQWKVRIWKHWUDQVDFWLRQ
 %HQHILWVIRU6HUYLFHPHPEHUV
D 6KRUW6DOHV
L

6HUYLFHUVKDOOZLWKUHVSHFWWRRZQHGSRUWIROLRILUVWOLHQVSURYLGH
VHUYLFHPHPEHUVZKRTXDOLI\IRU6&5$EHQHILWV ³(OLJLEOH
6HUYLFHPHPEHUV´ DVKRUWVDOHDJUHHPHQWFRQWDLQLQJD
SUHGHWHUPLQHGPLQLPXPQHWSURFHHGVDPRXQW ³0LQLPXP1HW
3URFHHGV´ WKDW6HUYLFHUZLOODFFHSWIRUVKRUWVDOHWUDQVDFWLRQXSRQ
UHFHLSWRIWKHOLVWLQJDJUHHPHQWDQGDOOUHTXLUHGWKLUGSDUW\
DSSURYDOV7KH0LQLPXP1HW3URFHHGVPD\EHH[SUHVVHGDVD

'
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IL[HGGROODUDPRXQWDVDSHUFHQWDJHRIWKHFXUUHQWPDUNHWYDOXHRI
WKHSURSHUW\RUDVDSHUFHQWDJHRIWKHOLVWSULFHDVDSSURYHGE\
6HUYLFHU$IWHUSURYLGLQJWKH0LQLPXP1HW3URFHHGV6HUYLFHU
PD\QRWLQFUHDVHWKHPLQLPXPQHWUHTXLUHPHQWVDERYHWKH
0LQLPXP1HW3URFHHGVDPRXQWXQWLOWKHLQLWLDOVKRUWVDOH
DJUHHPHQWWHUPLQDWLRQGDWHLVUHDFKHG QRWOHVVWKDQFDOHQGDU
GD\VIURPWKHGDWHRIWKHLQLWLDOVKRUWVDOHDJUHHPHQW 6HUYLFHU
PXVWGRFXPHQWVXEVHTXHQWFKDQJHVWRWKH0LQLPXP1HW3URFHHGV
ZKHQWKHVKRUWVDOHDJUHHPHQWLVH[WHQGHG
LL

(OLJLEOH6HUYLFHPHPEHUVVKDOOEHHOLJLEOHIRUWKLVVKRUWVDOH
SURJUDPLI D WKH\DUHDQDFWLYHGXW\IXOOWLPHVWDWXV(OLJLEOH
6HUYLFHPHPEHU E WKHSURSHUW\VHFXULQJWKHPRUWJDJHLVQRW
YDFDQWRUFRQGHPQHG F WKHSURSHUW\VHFXULQJWKHPRUWJDJHLVWKH
(OLJLEOH6HUYLFHPHPEHU¶VSULPDU\UHVLGHQFH RUWKHSURSHUW\ZDV
KLVRUKHUSULQFLSDOUHVLGHQFHLPPHGLDWHO\EHIRUHKHRUVKHPRYHG
SXUVXDQWWRD3HUPDQHQW&KDQJHRI6WDWLRQ ³3&6´ RUGHUGDWHGRQ
RUDIWHU2FWREHU G WKH(OLJLEOH6HUYLFHPHPEHU
SXUFKDVHGWKHVXEMHFWSULPDU\UHVLGHQFHRQRUDIWHU-XO\
DQGEHIRUH'HFHPEHUDQG H WKH(OLJLEOH
6HUYLFHPHPEHUUHORFDWHVRUKDVUHORFDWHGIURPWKHVXEMHFW
SURSHUW\QRWPRUHWKDQPRQWKVSULRUWRWKHGDWHRIWKHVKRUWVDOH
DJUHHPHQWWRDQHZGXW\VWDWLRQRUKRPHSRUWRXWVLGHDPLOH
UDGLXVRIWKH(OLJLEOH6HUYLFHPHPEHU¶VIRUPHUGXW\VWDWLRQRU
KRPHSRUWXQGHUD3&6(OLJLEOH6HUYLFHPHPEHUVZKRKDYH
UHORFDWHGPD\EHHOLJLEOHLIWKH(OLJLEOH6HUYLFHPHPEHUSURYLGHV
GRFXPHQWDWLRQWKDWWKHSURSHUW\ZDVWKHLUSULQFLSDOUHVLGHQFHSULRU
WRUHORFDWLRQRUGXULQJWKHPRQWKSHULRGSULRUWRWKHGDWHRIWKH
VKRUWVDOHDJUHHPHQW

E 6KRUW6DOH:DLYHUV
L ,IDQ(OLJLEOH6HUYLFHPHPEHUTXDOLILHVIRUDVKRUWVDOHKHUHXQGHU
DQGVHOOVKLVRUKHUSULQFLSDOUHVLGHQFHLQDVKRUWVDOHFRQGXFWHGLQ
DFFRUGDQFHZLWK6HUYLFHU¶VWKHQFXVWRPDU\VKRUWVDOHSURFHVV
6HUYLFHUVKDOOLQWKHFDVHRIDQRZQHGSRUWIROLRILUVWOLHQZDLYH
WKHDGGLWLRQDODPRXQWRZHGE\WKH(OLJLEOH6HUYLFHPHPEHUVRORQJ
DVLWLVOHVVWKDQ
LL 6HUYLFHUVKDOOUHFHLYHFUHGLWXQGHU7DEOH6HFWLRQIRU
PDQGDWRU\ZDLYHUVRIDPRXQWVXQGHUWKLV6HFWLRQE
F :LWKUHVSHFWWRWKHUHILQDQFLQJSURJUDPGHVFULEHGLQ6HFWLRQEHORZ
6HUYLFHUVKDOOXVHUHDVRQDEOHHIIRUWVWRLGHQWLI\DFWLYHVHUYLFHPHPEHUVLQ
LWVRZQHGSRUWIROLRZKRZRXOGTXDOLI\DQGWRVROLFLWWKRVHLQGLYLGXDOVIRU
WKHUHILQDQFLQJSURJUDP

'
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 5HILQDQFLQJ3URJUDP
D 6HUYLFHUVKDOOFUHDWHDUHILQDQFLQJSURJUDPIRUFXUUHQWERUURZHUV
6HUYLFHUVKDOOSURYLGHQRWLILFDWLRQWRHOLJLEOHERUURZHUVLQGLFDWLQJWKDW
WKH\PD\UHILQDQFHXQGHUWKHSURJUDPGHVFULEHGKHUHLQ7KHPLQLPXP
RFFXSLHG3URSHUW\HOLJLELOLW\FULWHULDIRUVXFKDSURJUDPVKDOOEH
L 7KHSURJUDPVKDOODSSO\RQO\WR6HUYLFHURZQHGILUVWOLHQ
PRUWJDJHORDQV
LL /RDQPXVWEHFXUUHQWZLWKQRGHOLQTXHQFLHVLQSDVWPRQWKV
LLL )L[HGUDWHORDQV$506RU,2VDUHHOLJLEOHLIWKH\KDYHDQLQLWLDO
SHULRGRI\HDUVRUPRUH
LY &XUUHQW/79LVJUHDWHUWKDQ
Y /RDQVPXVWKDYHEHHQRULJLQDWHGSULRUWR-DQXDU\
YL /RDQPXVWQRWKDYHUHFHLYHGDQ\PRGLILFDWLRQLQWKHSDVW
PRQWKV
YLL /RDQPXVWKDYHDFXUUHQWLQWHUHVWUDWHRIDWOHDVWRU3006
EDVLVSRLQWVZKLFKHYHULVJUHDWHU
YLLL 7KHPLQLPXPGLIIHUHQFHEHWZHHQWKHFXUUHQWLQWHUHVWUDWHDQGWKH
RIIHUHGLQWHUHVWUDWHXQGHUWKLVSURJUDPPXVWEHDWOHDVWEDVLV
SRLQWVRUWKHUHPXVWEHDWOHDVWDUHGXFWLRQLQPRQWKO\
SD\PHQW
L[ 0D[LPXP83%ZLOOEHDQDPRXQWDWRUEHORZWKH$SSOLFDEOH
/LPLWV
[ 7KHIROORZLQJW\SHVRIORDQVDUHH[FOXGHGIURPWKHSURJUDP
HOLJLELOLW\
 )+$9$
 3URSHUW\RXWVLGHWKH6WDWHV'&DQG3XHUWR5LFR
 /RDQVRQ0DQXIDFWXUHG+RPHV
 /RDQVIRUERUURZHUVZKRKDYHEHHQLQEDQNUXSWF\DQ\WLPH
ZLWKLQWKHSULRUPRQWKV
 /RDQVWKDWKDYHEHHQLQIRUHFORVXUHZLWKLQWKHSULRU
PRQWKV
E 7KHUHILQDQFLQJSURJUDPVKDOOEHPDGHDYDLODEOHWRDOOERUURZHUVILWWLQJ
WKHPLQLPXPHOLJLELOLW\FULWHULDGHVFULEHGDERYHLQD6HUYLFHUZLOOEH
IUHHWRH[WHQGWKHSURJUDPWRRWKHUFXVWRPHUVEH\RQGWKHPLQLPXP
HOLJLELOLW\FULWHULDSURYLGHGDERYHDQGZLOOUHFHLYHFUHGLWXQGHUWKLV
$JUHHPHQWIRUVXFKUHILQDQFLQJVSURYLGHGWKDWVXFKFXVWRPHUVKDYHDQ

'
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/79RIRYHUDQGZRXOGQRWKDYHTXDOLILHGIRUDUHILQDQFHXQGHU
6HUYLFHU¶VJHQHUDOO\DYDLODEOHUHILQDQFHSURJUDPVDVRI6HSWHPEHU
1RWZLWKVWDQGLQJWKHIRUHJRLQJ6HUYLFHUVKDOOQRWEHUHTXLUHGWR
VROLFLWRUUHILQDQFHERUURZHUVZKRGRQRWVDWLVI\WKHHOLJLELOLW\FULWHULD
XQGHUDDERYH,QDGGLWLRQ6HUYLFHUVKDOOQRWEHUHTXLUHGWRUHILQDQFHD
ORDQXQGHUFLUFXPVWDQFHVWKDWLQWKHUHDVRQDEOHMXGJPHQWRIWKH6HUYLFHU
ZRXOGUHVXOWLQ7URXEOHG'HEW5HVWUXFWXULQJ ³7'5´ WUHDWPHQW$OHWWHU
WRWKH8QLWHG6WDWHV6HFXULWLHVDQG([FKDQJH&RPPLVVLRQUHJDUGLQJ7'5
WUHDWPHQWGDWHG1RYHPEHUVKDOOEHSURYLGHGWRWKH0RQLWRUIRU
UHYLHZ
F 7KHVWUXFWXUHRIWKHUHILQDQFHGORDQVVKDOOEHDVIROORZV
L 6HUYLFHUPD\RIIHUUHILQDQFHGORDQVZLWKUHGXFHGUDWHVHLWKHU
 )RUWKHOLIHRIWKHORDQ
 )RUORDQVZLWKFXUUHQWLQWHUHVWUDWHVDERYHRU3006
EDVLVSRLQWVZKLFKHYHULVJUHDWHUWKHLQWHUHVWUDWH
PD\EHUHGXFHGIRU\HDUV$IWHUWKH\HDUIL[HGLQWHUHVW
UDWHSHULRGWKHUDWHZLOOUHWXUQWRWKHSUHH[LVWLQJUDWH
VXEMHFWWRDPD[LPXPUDWHLQFUHDVHRIDQQXDOO\RU
 )RUORDQVZLWKDQLQWHUHVWUDWHEHORZRU3006
EDVLVSRLQWVZKLFKHYHULVJUHDWHUWKHLQWHUHVWUDWHPD\
EHUHGXFHGWRREWDLQDWOHDVWDEDVLVSRLQWLQWHUHVWUDWH
UHGXFWLRQRUSD\PHQWUHGXFWLRQLQPRQWKO\SD\PHQW
IRUDSHULRGRI\HDUVIROORZHGE\DQQXDOLQWHUHVW
UDWHLQFUHDVHVZLWKDPD[LPXPHQGLQJLQWHUHVWUDWHRI
RU3006EDVLVSRLQWV
LL 7KHRULJLQDOWHUPRIWKHORDQPD\EHFKDQJHG
LLL 5DWHUHGXFWLRQFRXOGEHGRQHWKURXJKDPRGLILFDWLRQRIWKH
H[LVWLQJORDQWHUPVRUUHILQDQFHLQWRDQHZORDQ
LY 1HZWHUPRIWKHORDQKDVWREHDIXOO\DPRUWL]LQJSURGXFW
Y 7KHQHZLQWHUHVWUDWHZLOOEHFDSSHGDWEDVLVSRLQWVRYHUWKH
3006UDWHRUZKLFKHYHULVJUHDWHUGXULQJWKHLQLWLDOUDWH
UHGXFWLRQSHULRG
G %DQNVIHHVDQGH[SHQVHVVKDOOQRWH[FHHGWKHDPRXQWRIIHHVFKDUJHGE\
%DQNVXQGHUWKHFXUUHQW+RPH$IIRUGDEOH5HILQDQFH3URJUDP ³+$53´ 
JXLGHOLQHV
H 7KHSURJUDPVKDOOEHFUHGLWHGXQGHUWKHVH&RQVXPHU5HOLHI5HTXLUHPHQWV
DVIROORZV

'
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L &UHGLWZLOOEHFDOFXODWHGDVWKHGLIIHUHQFHEHWZHHQWKHSUHH[LVWLQJ
LQWHUHVWUDWHDQGWKHRIIHUHGLQWHUHVWUDWHWLPHV83%WLPHVD
PXOWLSOLHU
LL 7KHPXOWLSOLHUVKDOOEHDVIROORZV
 ,IWKHQHZUDWHDSSOLHVIRUWKHOLIHRIWKHORDQWKHPXOWLSOLHU
VKDOOEHIRUORDQVZLWKDUHPDLQLQJWHUPJUHDWHUWKDQ
\HDUVIRUORDQVZLWKDUHPDLQLQJWHUPEHWZHHQDQG
\HDUVDQGIRUORDQVZLWKDUHPDLQLQJWHUPOHVVWKDQ
\HDUV
 ,IWKHQHZUDWHDSSOLHVIRU\HDUVWKHPXOWLSOLHUVKDOOEH
I $GGLWLRQDOGROODUVVSHQWE\HDFK6HUYLFHURQWKHUHILQDQFLQJSURJUDP
EH\RQGWKDW6HUYLFHU¶VUHTXLUHGFRPPLWPHQWVKDOOEHFUHGLWHGDJDLQVW
WKDW6HUYLFHU¶VILUVWOLHQSULQFLSDOUHGXFWLRQREOLJDWLRQDQGDJDLQVW
WKDW6HUYLFHU¶VVHFRQGOLHQSULQFLSDOUHGXFWLRQREOLJDWLRQXSWRWKHOLPLWV
VHWIRUWKLQ7DEOH
 7LPLQJ,QFHQWLYHVDQG3D\PHQWV
D )RUWKHFRQVXPHUUHOLHIDQGUHILQDQFLQJDFWLYLWLHVLPSRVHGE\WKLV
$JUHHPHQW6HUYLFHUVKDOOEHHQWLWOHGWRUHFHLYHFUHGLWDJDLQVW6HUYLFHU¶V
RXWVWDQGLQJVHWWOHPHQWFRPPLWPHQWVIRUDFWLYLWLHVWDNHQRQRUDIWHU
6HUYLFHU¶VVWDUWGDWH0DUFK VXFKGDWHWKH³6WDUW'DWH´ 
E 6HUYLFHUVKDOOUHFHLYHDQDGGLWLRQDOFUHGLWDJDLQVW6HUYLFHU¶V
RXWVWDQGLQJVHWWOHPHQWFRPPLWPHQWVIRUDQ\ILUVWRUVHFRQGOLHQSULQFLSDO
UHGXFWLRQDQGDQ\DPRXQWVFUHGLWHGSXUVXDQWWRWKHUHILQDQFLQJSURJUDP
ZLWKLQPRQWKVRI6HUYLFHU¶V6WDUW'DWH HJDFUHGLWIRU6HUYLFHU
DFWLYLW\ZRXOGFRXQWDV 
F 6HUYLFHUVKDOOFRPSOHWHRILWV&RQVXPHU5HOLHI5HTXLUHPHQWFUHGLWV
ZLWKLQWZR\HDUVRIWKH6HUYLFHU¶V6WDUW'DWH
G ,I6HUYLFHUIDLOVWRPHHWWKHFRPPLWPHQWVHWIRUWKLQWKHVH&RQVXPHU
5HOLHI5HTXLUHPHQWVZLWKLQWKUHH\HDUVRI6HUYLFHU¶V6WDUW'DWH6HUYLFHU
VKDOOSD\DQDPRXQWHTXDOWRRIWKHXQPHWFRPPLWPHQWDPRXQW
H[FHSWWKDWLI6HUYLFHUIDLOVWRPHHWWKHWZR\HDUFRPPLWPHQWQRWHGDERYH
DQGWKHQIDLOVWRPHHWWKHWKUHH\HDUFRPPLWPHQWWKH6HUYLFHUVKDOOSD\DQ
DPRXQWHTXDOWRRIWKHXQPHWWKUHH\HDUFRPPLWPHQWDPRXQW
SURYLGHGKRZHYHUWKDWLI6HUYLFHUPXVWSD\DQ\3DUWLFLSDWLQJ6WDWHIRU
IDLOXUHWRPHHWWKHREOLJDWLRQVRIDVWDWHVSHFLILFFRPPLWPHQWWRSURYLGH
&RQVXPHU5HOLHISXUVXDQWWRWKHWHUPVRIWKDWFRPPLWPHQWWKHQ
6HUYLFHU¶VREOLJDWLRQWRSD\XQGHUWKLVSURYLVLRQVKDOOEHUHGXFHGE\WKH
DPRXQWWKDWVXFKD3DUWLFLSDWLQJ6WDWHZRXOGKDYHUHFHLYHGXQGHUWKLV
SURYLVLRQDQGWKH)HGHUDOSRUWLRQRIWKHSD\PHQWDWWULEXWDEOHWRWKDW

'
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3DUWLFLSDWLQJ6WDWH7KHSXUSRVHRIWKHDQGDPRXQWVLVWR
HQFRXUDJH6HUYLFHUWRPHHWLWVFRPPLWPHQWVVHWIRUWKLQWKHVH&RQVXPHU
5HOLHI5HTXLUHPHQWV
 $SSOLFDEOH5HTXLUHPHQWV
7KHSURYLVLRQRIFRQVXPHUUHOLHIE\WKH6HUYLFHULQDFFRUGDQFHZLWKWKLV$JUHHPHQW
LQFRQQHFWLRQZLWKDQ\UHVLGHQWLDOPRUWJDJHORDQLVH[SUHVVO\VXEMHFWWRDQGVKDOOEH
LQWHUSUHWHGLQDFFRUGDQFHZLWKDVDSSOLFDEOHWKHWHUPVDQGSURYLVLRQVRIWKH6HUYLFHU
3DUWLFLSDWLRQ$JUHHPHQWZLWKWKH86'HSDUWPHQWRI7UHDVXU\DQ\VHUYLFLQJ
DJUHHPHQWVXEVHUYLFLQJDJUHHPHQWXQGHUZKLFK6HUYLFHUVHUYLFHVIRURWKHUVVSHFLDO
VHUYLFLQJDJUHHPHQWPRUWJDJHRUERQGLQVXUDQFHSROLF\RUUHODWHGDJUHHPHQWRU
UHTXLUHPHQWVWRZKLFK6HUYLFHULVDSDUW\DQGE\ZKLFKLWRULWVVHUYLFLQJDIILOLDWHVDUH
ERXQGSHUWDLQLQJWRWKHVHUYLFLQJRURZQHUVKLSRIWKHPRUWJDJHORDQVLQFOXGLQJ
ZLWKRXWOLPLWDWLRQWKHUHTXLUHPHQWVELQGLQJGLUHFWLRQVRULQYHVWRUJXLGHOLQHVRIWKH
DSSOLFDEOHLQYHVWRU VXFKDV)DQQLH0DHRU)UHGGLH0DF PRUWJDJHRUERQGLQVXUHU
RUFUHGLWHQKDQFHUSURYLGHGKRZHYHUWKDWWKHLQDELOLW\RID6HUYLFHUWRRIIHUDW\SH
IRUPRUIHDWXUHRIWKHFRQVXPHUUHOLHISD\PHQWVE\YLUWXHRIDQ$SSOLFDEOH
5HTXLUHPHQWVKDOOQRWUHOLHYHWKH6HUYLFHURILWVDJJUHJDWHFRQVXPHUUHOLHIREOLJDWLRQV
LPSRVHGE\WKLV$JUHHPHQWLHWKH6HUYLFHUPXVWVDWLVI\VXFKREOLJDWLRQVWKURXJK
WKHRIIHURIRWKHUW\SHVIRUPVRUIHDWXUHVRIFRQVXPHUUHOLHISD\PHQWVWKDWDUHQRW
OLPLWHGE\VXFK$SSOLFDEOH5HTXLUHPHQW


'
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Table 11
Menu Item

Credit Towards Settlement

Credit Cap

Consumer Relief Funds

Minimum 30%
for First Lien
Mods (which
can be reduced
by 2.5% of
overall consumer
relief funds for
excess
refinancing
program credits
above the
minimum amount
required)

1. First Lien Mortgage
Modification2

3257)2/,2/2$16
i. )LUVWOLHQSULQFLSDO
IRUJLYHQHVVPRGLILFDWLRQ

/79 :ULWH
GRZQ &UHGLW
/79!:ULWH
GRZQ &UHGLW IRURQO\
WKHSRUWLRQRISULQFLSDO
IRUJLYHQRYHU 

ii. )RUJLYHQHVVRIIRUEHDUDQFH
DPRXQWVRQH[LVWLQJ
PRGLILFDWLRQV

:ULWHGRZQ 
&UHGLW



Max 12.5%

:KHUHDSSOLFDEOHWKHQXPEHURIGD\VRIGHOLQTXHQF\ZLOOEHGHWHUPLQHGE\WKHQXPEHURIGD\VDORDQLV
GHOLQTXHQWDWWKHVWDUWRIWKHHDUOLHURIWKHILUVWRUVHFRQGOLHQPRGLILFDWLRQSURFHVV)RUH[DPSOHLIDERUURZHU
DSSOLHVIRUDILUVWOLHQSULQFLSDOUHGXFWLRQRQ)HEUXDU\WKHQDQ\GHOLQTXHQF\GHWHUPLQDWLRQIRUDODWHUVHFRQG
OLHQPRGLILFDWLRQPDGHSXUVXDQWWRWKHWHUPVRIWKLV$JUHHPHQWZLOOEHEDVHGRQWKHQXPEHURIGD\VWKHVHFRQGOLHQ
ZDVGHOLQTXHQWDVRI)HEUXDU\

&UHGLWIRUDOOPRGLILFDWLRQVLVGHWHUPLQHGIURPWKHGDWHWKHPRGLILFDWLRQLVDSSURYHGRUFRPPXQLFDWHGWRWKH
ERUURZHU+RZHYHUQRFUHGLWVVKDOOEHFUHGLWHGXQOHVVWKHSD\PHQWVRQWKHPRGLILFDWLRQDUHFXUUHQWDVRIGD\V
IROORZLQJWKHLPSOHPHQWDWLRQRIWKHPRGLILFDWLRQLQFOXGLQJDQ\WULDOSHULRGH[FHSWLIWKHIDLOXUHWRPDNHSD\PHQWV
RQWKHPRGLILFDWLRQZLWKLQWKHGD\SHULRGLVGXHWRXQHPSOR\PHQWRUUHGXFHGKRXUVLQZKLFKFDVH6HUYLFHUVKDOO
UHFHLYHFUHGLWSURYLGHGWKDW6HUYLFHUKDVUHGXFHGWKHSULQFLSDOEDODQFHRQWKHORDQ(OLJLEOH0RGLILFDWLRQVZLOO
LQFOXGHDQ\PRGLILFDWLRQWKDWLVFRPSOHWHGRQRUDIWHUWKH6WDUW'DWHDVORQJDVWKHORDQLVFXUUHQWGD\VDIWHUWKH
PRGLILFDWLRQLVLPSOHPHQWHG

$OOPLQLPXPDQGPD[LPXPSHUFHQWDJHVUHIHUWRDSHUFHQWDJHRIWRWDOFRQVXPHUUHOLHIIXQGV

'
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Menu Item




Credit Towards Settlement




iii. (DUQHGIRUJLYHQHVVRYHUD /79 :ULWH
SHULRGRIQRJUHDWHUWKDQ GRZQ &UHGLW
\HDUV±SURYLGHG

FRQVLVWHQWZLWK35$
/79!:ULWH

GRZQ &UHGLW IRURQO\
WKHSRUWLRQRISULQFLSDO

IRUJLYHQRYHU 

Credit Cap



6(59,&()2527+(56




iv.)LUVWOLHQSULQFLSDO
IRUJLYHQHVVPRGLILFDWLRQ
RQLQYHVWRUORDQV
IRUJLYHQHVVE\LQYHVWRU 

:ULWHGRZQ 
&UHGLW




v. (DUQHGIRUJLYHQHVVRYHUD
SHULRGRIQRJUHDWHUWKDQ
\HDUV±SURYLGHG
FRQVLVWHQWZLWK35$


/79 :ULWH
GRZQ &UHGLW

/79!:ULWH
GRZQ &UHGLW IRURQO\
WKHSRUWLRQRISULQFLSDO
IRUJLYHQRYHU



Minimum of 60%
for 1st and 2nd
Lien Mods (which
can be reduced by
10% of overall
consumer relief
funds for excess
refinancing
program credits
above the
minimum
amounts
required)


2. Second Lien Portfolio
Modifications

L3HUIRUPLQJ6HFRQG/LHQV
GD\VGHOLQTXHQW 

:ULWHGRZQ 
&UHGLW
'
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Menu Item


Credit Towards Settlement


LL6HULRXVO\'HOLQTXHQW
6HFRQG/LHQV
!GD\VGHOLQTXHQW 

LLL1RQ3HUIRUPLQJ6HFRQG
/LHQV RUPRUHGD\V
GHOLQTXHQW 




LL



:ULWH
GRZQ &UHGLW


:ULWHGRZQ 
&UHGLW

3. Enhanced Borrower
Transitional Funds
L

Credit Cap

Max 5%

6HUYLFHU0DNHV
3D\PHQW

3D\PHQW &UHGLW
IRUWKHDPRXQWRYHU 

,QYHVWRU0DNHV
3D\PHQW QRQ*6( 

3D\PHQW &UHGLW

IRUWKHDPRXQWRYHUWKH
DYHUDJHSD\PHQW
HVWDEOLVKHGE\)DQQLH0DHDQG
)UHGGLH0DF 

4. Short Sales/Deeds in Lieu


L
6HUYLFHUPDNHV
SD\PHQWWRXQUHODWHG
QGOLHQKROGHUIRU
UHOHDVHRIQGOLHQ









3D\PHQW &UHGLW

LL

6HUYLFHUIRUJLYHV
GHILFLHQF\DQGUHOHDVHV :ULWHGRZQ 
OLHQRQVWOLHQ
&UHGLW
3RUWIROLR/RDQV



LLL

,QYHVWRUIRUJLYHV
GHILFLHQF\DQGUHOHDVHV :ULWHGRZQ 
OLHQRQVW/LHQ
&UHGLW
LQYHVWRUORDQV



LY

)RUJLYHQHVVRI
GHILFLHQF\EDODQFHDQG 
UHOHDVHRIOLHQRQ



'
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Menu Item
3RUWIROLR6HFRQG/LHQV
3HUIRUPLQJ6HFRQG
/LHQV
GD\V
GHOLQTXHQW 

6HULRXVO\
'HOLQTXHQW6HFRQG
/LHQV
!GD\V
GHOLQTXHQW 

1RQ3HUIRUPLQJ
6HFRQG/LHQV 
RUPRUHGD\V
GHOLQTXHQW 

5. Deficiency Waivers

L

'HILFLHQF\ZDLYHGRQ
VWDQGQGOLHQVORDQV


6. Forbearance for unemployed
homeowners

L 6HUYLFHUIRUJLYHV
SD\PHQWDUUHDUDJHVRQ
EHKDOIRIERUURZHU

LL 6HUYLFHUIDFLOLWDWHV
WUDGLWLRQDOIRUEHDUDQFH
SURJUDP



7. Anti-Blight Provisions

L

)RUJLYHQHVVRI
SULQFLSDODVVRFLDWHG
ZLWKDSURSHUW\ZKHUH
6HUYLFHUGRHVQRW
SXUVXHIRUHFORVXUH

Credit Towards Settlement

:ULWHGRZQ 
&UHGLW

Credit Cap





:ULWHGRZQ 
&UHGLW

:ULWHGRZQ 
&UHGLW


Max 10%

:ULWHGRZQ 
&UHGLW







QHZIRUJLYHQHVV 
&UHGLW



QHZIRUEHDUDQFH 
&UHGLW








Max 12%

SURSHUW\
YDOXH &UHGLW

'

Case 1:16-cv-00199-RJL Document 26-1
8-1 Filed
Filed03/14/16
03/14/17 Page
Page61
28ofof157
53

Menu Item
LL

Credit Towards Settlement

&DVKFRVWVSDLGE\
6HUYLFHUIRU
3D\PHQW &UHGLW
GHPROLWLRQRISURSHUW\

LLL5(2SURSHUWLHV
GRQDWHGWRDFFHSWLQJ
PXQLFLSDOLWLHVRUQRQ
SURILWVRUWRGLVDEOHG
VHUYLFHPHPEHUVRU
UHODWLYHVRIGHFHDVHG
VHUYLFHPHPEHUV


Credit Cap




SURSHUW\YDOXH 
&UHGLW





'

Case 1:16-cv-00199-RJL Document 26-1
8-1 Filed
Filed03/14/16
03/14/17 Page
Page62
29ofof157
53

EXHIBIT E

Case 1:16-cv-00199-RJL Document 26-1
8-1 Filed
Filed03/14/16
03/14/17 Page
Page63
30ofof157
53

Enforcement Terms
A.

Implementation Timeline. The Servicing Standards shall be implemented as of
January 1, 2016.1 Servicer anticipates that it will phase in the testing of compliance
with the Servicing Standards using a grid approach that prioritizes implementation of
testing based upon: (i) the importance of the Servicing Standard being tested to the
borrower; and (ii) the difficulty of implementing the testing for the particular metric.
The periods for implementation of the metrics testing will be: (a) except as otherwise
provided in Section D.1, at least 50% of the Metrics will be tested for the Quarter
beginning January 1, 2016;2 and (b) all Metrics will be tested as of the 2nd Quarter
2016 (beginning April 1, 2016). Servicer will agree with the Monitor chosen
pursuant to Section C, below, on the timetable in which the Servicing Standards will
be implemented. In the event that Servicer, using reasonable efforts, is unable to
implement certain of the standards on the specified timetable, Servicer may apply to
the Monitor for a reasonable extension of time to implement those standards or
requirements.

B.

Monitoring Committee. The Monitoring Committee established pursuant to certain
Consent Judgments entered in United States, et al. v. Bank of America Corp., et al.,
No. 12-civ-00361-RMC (April 4, 2012) (Docket Nos. 10-14) and referenced
specifically in paragraph 8 of those Consent Judgments, shall monitor Servicer’s
compliance with this Consent Judgment (the “Monitoring Committee”). References
to the “Monitoring Committee” in this Exhibit and related documents shall be
understood to refer to the same Monitoring Committee as that established in the Bank
of America Corp. case referenced in the preceding sentence, except that the
Monitoring Committee shall not include any representatives who are not a signatory
to the Consent Judgment, and the Monitoring Committee shall serve as the
representative of the participating state and federal agencies in the administration of
all aspects of this Consent Judgment and the monitoring of compliance with it by the
Defendants. The Monitoring Committee may substitute representation, as necessary.
Subject to Section F, the Monitoring Committee may share all Monitor Reports, as
that term is defined in Section D.3 below, with any releasing party.

C.

Monitor
Retention and Qualifications and Standard of Conduct
1.

Pursuant to an agreement of the parties, Joseph A. Smith Jr. is appointed to
the position of Monitor under this Consent Judgment. If the Monitor is at any
time unable to complete his or her duties under this Consent Judgment,
Servicer and the Monitoring Committee shall mutually agree upon a

1

Notwithstanding the foregoing, the following paragraphs of Exhibit A and their subparagraphs shall be
implemented as of April 1, 2016: I.A.18, I.B.6, I.B.10, I.C.3, I.E.1.a, IV.B.13, IV.D.4, VI.A.1, and VIII.A.3.

2

Testing for the Quarter beginning January 1, 2016 is contingent upon the Monitor approving the test scripts for
the Metrics to be implemented no later than January 29, 2016.
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replacement in accordance with the processes and standards set forth in
Section C of Exhibit E.
2.

Such Monitor shall be highly competent and highly respected, with a
reputation that will garner public confidence in his or her ability to perform
the tasks required under this Consent Judgment. The Monitor shall have the
right to employ an accounting firm or firms or other firm(s) with similar
capabilities to support the Monitor in carrying out his or her duties under this
Consent Judgment. Monitor and Servicer shall agree on the selection of a
“Primary Professional Firm” or “Firm,” which must have adequate capacity
and resources to perform the work required under this agreement. The
Monitor shall also have the right to engage one or more attorneys or other
professional persons to represent or assist the Monitor in carrying out the
Monitor’s duties under this Consent Judgment (each such individual, along
with each individual deployed to the engagement by the Primary Professional
Firm, shall be defined as a “Professional”). The Monitor and Professionals
will collectively possess expertise in the areas of mortgage servicing, loss
mitigation, business operations, compliance, internal controls, accounting, and
foreclosure and bankruptcy law and practice. The Monitor and Professionals
shall at all times act in good faith and with integrity and fairness towards all
the Parties.

3.

The Monitor and Professionals shall not have any prior relationships with the
Parties that would undermine public confidence in the objectivity of their
work and, subject to Section C.3(e), below, shall not have any conflicts of
interest with any Party.
(a)

The Monitor and Professionals will disclose, and will make a
reasonable inquiry to discover, any known current or prior
relationships to, or conflicts with, any Party, any Party’s holding
company, any subsidiaries of the Party or its holding company,
directors, officers, and law firms.

(b)

The Monitor and Professionals shall make a reasonable inquiry to
determine whether there are any facts that a reasonable individual
would consider likely to create a conflict of interest for the Monitor or
Professionals. The Monitor and Professionals shall disclose any
conflict of interest with respect to any Party.

(c)

The duty to disclose a conflict of interest or relationship pursuant to
this Section C.3 shall remain ongoing throughout the course of the
Monitor’s and Professionals’ work in connection with this Consent
Judgment.

(d)

All Professionals shall comply with all applicable standards of
professional conduct, including ethics rules and rules pertaining to
conflicts of interest.
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4.

(e)

To the extent permitted under prevailing professional standards, a
Professional’s conflict of interest may be waived by written agreement
of the Monitor and Servicer.

(f)

Servicer or the Monitoring Committee may move the Court for an
order disqualifying any Professional on the grounds that such
Professional has a conflict of interest that has inhibited or could inhibit
the Professional’s ability to act in good faith and with integrity and
fairness toward all Parties.

The Monitor must agree not to be retained by any Party, or its successors or
assigns, for a period of two years after the conclusion of the terms of the
engagement. Any Professionals who work on the engagement must agree not
to work on behalf of Servicer, or its successor or assigns, for a period of 1
year after the conclusion of the term of the engagement (the “Professional
Exclusion Period”). Any Firm that performs work with respect to Servicer on
the engagement must agree not to perform work on behalf of Servicer, or its
successor or assigns, that consists of advising Servicer on a response to the
Monitor’s review during the engagement and for a period of six months after
the conclusion of the term of the engagement (the “Firm Exclusion Period”).
The Professional Exclusion Period, Firm Exclusion Period, and terms of
exclusion may be altered on a case-by-case basis upon written agreement of
Servicer and the Monitor. The Monitor shall organize the work of any Firms
so as to minimize the potential for any appearance of, or actual, conflicts.

Monitor’s Responsibilities
5.

It shall be the responsibility of the Monitor to determine whether Servicer is in
compliance with the Servicing Standards and whether Servicer has satisfied
the Consumer Relief Requirements in accordance with the authorities
provided herein and to report his or her findings as provided in Section D.3,
below.

6.

The manner in which the Monitor will carry out his or her compliance
responsibilities under this Consent Judgment and, where applicable, the
methodologies to be utilized shall be set forth in a work plan agreed upon by
Servicer and the Monitor, and not objected to by the Monitoring Committee
(the “Work Plan”).

Internal Review Group
7.

Servicer will designate an internal quality control group that is independent
from the mortgage servicing operations whose performance is being measured
(the “Internal Review Group”) to perform compliance reviews each calendar
quarter (“Quarter”) in accordance with the terms and conditions of the Work
Plan (the “Compliance Reviews”) and a satisfaction review of the Consumer
Relief Requirements after the earlier of the Servicer assertion that it has
satisfied its obligations thereunder and the first anniversary of the Effective
Date (the “Satisfaction Review”). For the purposes of this provision, a group
that is independent from the mortgage servicing operations shall be one that
E-3
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does not perform operational work on mortgage servicing, and reports to a
Chief Risk Officer, Chief Audit Executive, Chief Compliance Officer, SVP
Head of Business Risk Control Management, or another employee or manager
who has no direct operational responsibility for mortgage servicing. In no
event shall this provision be construed to prohibit or limit, in any way, the
members of the Internal Review Group from performing strategic work or
operational risk monitoring work with respect to mortgage servicing.
8.

The Internal Review Group shall have the appropriate authority, privileges,
and knowledge to effectively implement and conduct the reviews and metric
assessments contemplated herein and under the terms and conditions of the
Work Plan.

9.

The Internal Review Group shall have personnel skilled at evaluating and
validating processes, decisions, and documentation utilized through the
implementation of the Servicing Standards. The Internal Review Group may
include non-employee consultants or contractors working at Servicer’s
direction.

10.

The qualifications and performance of the Internal Review Group will be
subject to ongoing review by the Monitor. Servicer will appropriately
remediate the reasonable concerns of the Monitor as to the qualifications or
performance of the Internal Review Group.

Work Plan
11.

Servicer’s compliance with the Servicing Standards shall be assessed via
metrics identified and defined in Schedule E-1 hereto (as supplemented from
time to time in accordance with Section C.22, below, the “Metrics”). The
threshold error rates for the Metrics are set forth in Schedule E-1 (as
supplemented from time to time in accordance with Section C.22, below, the
“Threshold Error Rates”). The Internal Review Group shall perform test work
to compute the Metrics each Quarter, and report the results of that analysis via
the Compliance Reviews. The Internal Review Group shall perform test work
to assess the satisfaction of the Consumer Relief Requirements at earlier of (i)
the end of the Quarter in which Servicer asserts that it has satisfied its
obligations under the Consumer Relief Provisions and (ii) the Quarter during
which the first anniversary of the Effective Date occurs, and report that
analysis via the Satisfaction Review.

12.

Servicer and the Monitor shall reach agreement on the terms of the Work Plan
within 30 days of the Effective Date, which time can be extended for good
cause by agreement of Servicer and the Monitor. If such Work Plan is not
objected to by the Monitoring Committee within 15 days, the Monitor shall
proceed to implement the Work Plan. In the event that Servicer and the
Monitor cannot agree on the terms of the Work Plan within 30 days or the
agreed upon terms are not acceptable to the Monitoring Committee, Servicer
and Monitoring Committee or the Monitor shall jointly petition the Court to
resolve any disputes. If the Court does not resolve such disputes, then the
E-4
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Parties shall submit all remaining disputes to binding arbitration before a
panel of three arbitrators. Each of Servicer and the Monitoring Committee
shall appoint one arbitrator, and those two arbitrators shall appoint a third.
13.

The Work Plan may be modified from time to time by agreement of the
Monitor and Servicer. If such amendment to the Work Plan is not objected to
by the Monitoring Committee within 15 days, the Monitor shall proceed to
implement the amendment to the Work Plan. To the extent possible, the
Monitor shall endeavor to apply the Servicing Standards uniformly across all
Servicers who have agreed to comply with the Servicing Standards.

14.

The following general principles shall provide a framework for the
formulation of the Work Plan:
(a)

The Work Plan will set forth the testing methods and agreed
procedures that will be used by the Internal Review Group to perform
the test work and compute the Metrics for each Quarter.

(b)

The Work Plan will set forth the testing methods and agreed
procedures that will be used by Servicer to report on its compliance
with the Consumer Relief Requirements of this Consent Judgment,
including, incidental to any other testing, confirmation of stateidentifying information used by Servicer to compile state-level
Consumer Relief information as required by Section D.2.

(c)

The Work Plan will set forth the testing methods and procedures that
the Monitor will use to assess Servicer’s reporting on its compliance
with the Consumer Relief Requirements of this Consent Judgment.

(d)

The Work Plan will set forth the methodology and procedures the
Monitor will utilize to review the testing work performed by the
Internal Review Group.

(e)

The Compliance Reviews and the Satisfaction Review may include a
variety of audit techniques that are based on an appropriate sampling
process and random and risk-based selection criteria, as appropriate
and as set forth in the Work Plan.

(f)

In formulating, implementing, and amending the Work Plan, Servicer
and the Monitor may consider any relevant information relating to
patterns in complaints by borrowers, issues or deficiencies reported to
the Monitor with respect to the Servicing Standards, and the results of
prior Compliance Reviews.

(g)

The Work Plan should ensure that Compliance Reviews are
commensurate with the size, complexity, and risk associated with the
Servicing Standard being evaluated by the Metric.

(h)

Following implementation of the Work Plan, Servicer shall be required
to compile each Metric beginning in the first full Quarter after the
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period for implementing the Servicing Standards associated with the
Metric, or any extension approved by the Monitor in accordance with
Section A, has run.
Monitor’s Access to Information
15.

So that the Monitor may determine whether Servicer is in compliance with the
Servicing Standards, Servicer shall provide the Monitor with its regularly
prepared business reports analyzing Executive Office servicing complaints (or
the equivalent); access to all Executive Office servicing complaints (or the
equivalent) (with appropriate redactions of borrower information other than
borrower name and contact information to comply with privacy
requirements); and, if Servicer tracks additional servicing complaints,
quarterly information identifying the three most common servicing complaints
received outside of the Executive Office complaint process (or the
equivalent). In the event that Servicer substantially changes its escalation
standards or process for receiving Executive Office servicing complaints (or
the equivalent), Servicer shall ensure that the Monitor has access to
comparable information.

16.

So that the Monitor may determine whether Servicer is in compliance with the
Servicing Standards, Servicer shall notify the Monitor promptly if Servicer
becomes aware of reliable information indicating Servicer is engaged in a
significant pattern or practice of noncompliance with a material aspect of the
Servicing Standards.

17.

Servicer shall provide the Monitor with access to all work papers prepared by
the Internal Review Group in connection with determining compliance with
the Metrics or satisfaction of the Consumer Relief Requirements in
accordance with the Work Plan.

18.

If the Monitor becomes aware of facts or information that lead the Monitor to
reasonably conclude that Servicer may be engaged in a pattern of
noncompliance with a material term of the Servicing Standards that is
reasonably likely to cause harm to borrowers, the Monitor shall engage
Servicer in a review to determine if the facts are accurate or the information is
correct.

19.

Where reasonably necessary in fulfilling the Monitor’s responsibilities under
the Work Plan to assess compliance with the Metrics or the satisfaction of the
Consumer Relief Requirements, the Monitor may request information from
Servicer in addition to that provided under Sections C.15-18. Servicer shall
provide the requested information in a format agreed upon between Servicer
and the Monitor.

20.

Where reasonably necessary in fulfilling the Monitor’s responsibilities under
the Work Plan to assess compliance with the Metrics or the satisfaction of the
Consumer Relief Requirements, the Monitor may interview Servicer’s
employees and agents, provided that the interviews shall be limited to matters
related to Servicer’s compliance with the Metrics or the Consumer Relief
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Requirements, and that Servicer shall be given reasonable notice of such
interviews.
Monitor’s Powers
21.

Where the Monitor reasonably determines that the Internal Review Group’s
work cannot be relied upon or that the Internal Review Group did not
correctly implement the Work Plan in some material respect, the Monitor may
direct that the work on the Metrics (or parts thereof) be reviewed by
Professionals or a third party other than the Internal Review Group, and that
supplemental work be performed as necessary.

22.

If the Monitor becomes aware of facts or information that lead the Monitor to
reasonably conclude that Servicer may be engaged in a pattern of
noncompliance with a material term of the Servicing Standards that is
reasonably likely to cause harm to borrowers or tenants residing in foreclosed
properties, the Monitor shall engage Servicer in a review to determine if the
facts are accurate or the information is correct. If after that review, the
Monitor reasonably concludes that such a pattern exists and is reasonably
likely to cause material harm to borrowers or tenants residing in foreclosed
properties, the Monitor may propose an additional Metric and associated
Threshold Error Rate relating to Servicer’s compliance with the associated
term or requirement. Any additional Metrics and associated Threshold Error
Rates (a) must be similar to the Metrics and associated Threshold Error Rates
contained in Schedule E-1, (b) must relate to material terms of the Servicing
Standards, (c) must either (i) be outcome based or (ii) require the existence of
policies and procedures required by the Servicing Standards, in a manner
similar to Metrics 5.B-E, and (d) must be distinct from, and not overlap with,
any other Metric or Metrics. Notwithstanding the foregoing, the Monitor may
add a Metric that satisfies (a)-(c) but does not satisfy (d) of the preceding
sentence if the Monitor first asks the Servicer to propose, and then implement,
a Corrective Action Plan, as defined below, for the material term of the
Servicing Standards with which there is a pattern of noncompliance and that is
reasonably likely to cause material harm to borrowers or tenants residing in
foreclosed properties, and the Servicer fails to implement the Corrective
Action Plan according to the timeline agreed to with the Monitor.

23.

If the Monitor proposes an additional Metric and associated Threshold Error
Rate pursuant to Section C.22, above, the Monitor, the Monitoring
Committee, and Servicer shall agree on amendments to Schedule E-1 to
include the additional Metrics and Threshold Error Rates provided for in
Section C.22, above, and an appropriate timeline for implementation of the
Metric. If Servicer does not timely agree to such additions, any associated
amendments to the Work Plan, or the implementation schedule, the Monitor
may petition the court for such additions.

24. Any additional Metric proposed by the Monitor pursuant to the processes in
Sections C.22 or C.23 and relating to provision VIII.B.1 of the Servicing
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Standards shall be limited to Servicer’s performance of its obligations to
comply with (1) state laws that provide protections to tenants of foreclosed
properties comparable to the protections provided by the Protecting Tenants at
Foreclosure Act; (2) state laws that govern relocation assistance payments to
tenants (“cash for keys”); and (3) state laws that govern the return of security
deposits to tenants.
D. Reporting
Quarterly Reports
1.

Following the end of each Quarter, Servicer will report the results of its
Compliance Reviews for that Quarter (the “Quarterly Report”). The Quarterly
Report shall include: (i) the Metrics for that Quarter; (ii) Servicer’s progress
toward meeting its payment obligations under this Consent Judgment; and (iii)
general statistical data on Servicer’s overall servicing performance described
in Schedule Y. Except where an extension is granted by the Monitor,
Quarterly Reports shall be due no later than 45 days following the end of the
Quarter and shall be provided to: (1) the Monitor and (2) the Board of
Servicer or a committee of the Board designated by Servicer. The first
Quarterly Report shall cover the first full Quarter of calendar year 2016 as
long as the Consent Judgment is executed by all Parties on or before January
29, 2016. If the Consent Judgment is executed after January 29, 2016, the
first Quarterly Report shall cover only a partial Quarter, consisting of that
portion of the first calendar Quarter of 2016 from the date the Consent
Judgment is executed by all Parties through March 31, 2016. Any such partial
Quarter shall be considered a full Quarter for the purposes of Defendant’s
obligations under the Consent Judgment.

2.

Following the end of each Quarter, Servicer will transmit to each state a report
(the “State Report”) including general statistical data on Servicer’s servicing
performance, such as aggregate and state-specific information regarding the
number of borrowers assisted and credited activities conducted pursuant to the
Consumer Relief Requirements, as described in Schedule Y. The State Report
will be delivered simultaneously with the submission of the Quarterly Report
to the Monitor. Servicer shall provide copies of such State Reports to the
Monitor and Monitoring Committee.

Monitor Reports
3.

The Monitor shall report on Servicer’s compliance with this Consent
Judgment in periodic reports setting forth his or her findings (the “Monitor
Reports”). A Monitor Report may be filed covering each Quarterly Report at
the discretion of the Monitor. However, at a minimum, a Monitor Report
must be filed at least every two Quarters. In the case of a Potential Violation,
the Monitor may (but retains the discretion not to) submit a Monitor Report
after the filing of each of the next two Quarterly Reports, provided, however,
that such additional Monitor Report(s) may be limited in scope to the Metric
or Metrics as to which a Potential Violation has occurred.
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4.

Prior to issuing any Monitor Report, the Monitor shall confer with Servicer
and the Monitoring Committee regarding its preliminary findings and the
reasons for those findings. Servicer shall have the right to submit written
comments to the Monitor, which shall be appended to the final version of the
Monitor Report. Final versions of each Monitor Report shall be provided
simultaneously to the Monitoring Committee and Servicer within a reasonable
time after conferring regarding the Monitor’s findings. The Monitor Reports
shall be filed with the Court overseeing this Consent Judgment and shall also
be provided to the Board of Servicer or a committee of the Board designated
by Servicer.

5.

The Monitor Report shall: (i) describe the work performed by the Monitor and
any findings made by the Monitor during the relevant period, (ii) list the
Metrics and Threshold Error Rates, (iii) list the Metrics, if any, where the
Threshold Error Rates have been exceeded, (iv) state whether a Potential
Violation has occurred and explain the nature of the Potential Violation, and
(v) state whether any Potential Violation has been cured. In addition,
following each Satisfaction Review, the Monitor Report shall report on the
Servicer’s satisfaction of the Consumer Relief Requirements, including
regarding the number of borrowers assisted and credited activities conducted
pursuant to the Consumer Relief Requirements, and identify any material
inaccuracies identified in prior State Reports. Except as otherwise provided
herein, the Monitor Report may be used in any court hearing, trial, or other
proceeding brought pursuant to this Consent Judgment pursuant to Section J,
below, and shall be admissible in evidence in a proceeding brought under this
Consent Judgment pursuant to Section J, below. Such admissibility shall not
prejudice Servicer’s right and ability to challenge the findings and/or the
statements in the Monitor Report as flawed, lacking in probative value or
otherwise. The Monitor Report with respect to a particular Potential Violation
shall not be admissible or used for any purpose if Servicer cures the Potential
Violation pursuant to Section E, below.

Satisfaction of Payment Obligations
6.

Upon the satisfaction of any category of payment obligation under this
Consent Judgment, Servicer, at its discretion, may request that the Monitor
certify that Servicer has discharged such obligation. Provided that the
Monitor is satisfied that Servicer has met the obligation, the Monitor may not
withhold and must provide the requested certification. Any subsequent
Monitor Report shall not include a review of Servicer’s compliance with that
category of payment obligation.

Compensation
7.

Within 90 days of the Effective Date, the Monitor shall, in consultation with
the Monitoring Committee and Servicer, prepare and present to the
Monitoring Committee and Servicer an annual budget providing its reasonable
best estimate of all fees and expenses of the Monitor to be incurred during the
Term of the Consent Judgment, including the fees and expenses of
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Professionals and support staff (the “Monitoring Budget”). The Monitor, at
his discretion, may alter the timing of the budgeting process so that Servicer
may be incorporated into the same billing cycle as signatories to the Consent
Judgments filed in the Bank of America Corp case referenced above. Absent
an objection within 15 days, a Monitoring Budget or updated Monitoring
Budget shall be implemented. Consistent with the Monitoring Budget,
Servicer shall pay all fees and expenses of the Monitor, including the fees and
expenses of Professionals and support staff. The fees, expenses, and costs of
the Monitor, Professionals, and support staff shall be reasonable. Servicer
may apply to the Court to reduce or disallow fees, expenses, or costs that are
unreasonable.
E. Potential Violations and Right to Cure
1.

A “Potential Violation” of this Consent Judgment occurs if the Servicer has
exceeded the Threshold Error Rate set for a Metric in a given Quarter. In the
event of a Potential Violation, Servicer shall meet and confer with the
Monitoring Committee within 15 days of the Quarterly Report or Monitor
Report indicating such Potential Violation. In the event of a Potential
Violation, Servicer shall provide the Monitor with a draft corrective action
plan within 15 days of the earlier of the IRG identifying and disclosing a
Potential Violation to the Monitor or the submission of the Quarterly Report
indicating such Potential Violation. The corrective action plan shall be
implemented and completed no later than 90 days thereafter, unless the
Monitor and Servicer agree to an alternative deadline in writing.

2.

Servicer shall have a right to cure any Potential Violation.

3.

Subject to Section E.4, a Potential Violation is cured if (a) a corrective action
plan approved by the Monitor (the “Corrective Action Plan”) is determined by
the Monitor to have been satisfactorily completed in accordance with the
terms thereof; and (b) a Quarterly Report covering the Cure Period (as defined
herein) reflects that the Threshold Error Rate has not been exceeded with
respect to the same Metric and the Monitor confirms the accuracy of said
report using his or her ordinary testing procedures. The Cure Period shall
begin immediately after the completion of the corrective action plan and shall
cover the first full Quarter after completion of the Corrective Action Plan or,
if the completion of the Corrective Action Plan occurs during a Quarter and
the Monitor determines that there is sufficient time remaining, the period
between completion of the Corrective Action Plan and the end of that Quarter
(the “Cure Period”). Subject to Section E.4, curing a Potential Violation
occurring during the final Quarter of testing requires only the completion of a
Corrective Action Plan.

4.

If after Servicer cures a Potential Violation pursuant to the previous
section, another violation occurs with respect to the same Metric, then the
second Potential Violation shall immediately constitute an uncured violation
for purposes of Section J.3, provided, however, that such second Potential
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Violation occurs in either the Cure Period or the Quarter immediately
following the Cure Period.
5.

In addition to the Servicer’s obligation to cure a Potential Violation through
the Corrective Action Plan, Servicer must remediate any material harm to
particular borrowers identified through work conducted under the Work Plan.
In the event that a Servicer has a Potential Violation that so far exceeds the
Threshold Error Rate for a metric that the Monitor concludes that the error is
widespread, Servicer shall, under the supervision of the Monitor, identify
other borrowers who may have been harmed by such noncompliance and
remediate all such harms to the extent that the harm has not been otherwise
remediated.

6.

In the event a Potential Violation is cured as provided in Sections E.3, above,
then no Party shall have any remedy under this Consent Judgment (other than
the remedies in Section E.5) with respect to such Potential Violation.

F. Confidentiality
1.

These provisions shall govern the use and disclosure of any and all
information designated as “CONFIDENTIAL,” as set forth below, in
documents (including email), magnetic media, or other tangible things
provided by the Servicer to the Monitor in this case, including the subsequent
disclosure by the Monitor to the Monitoring Committee of such information.
In addition, it shall also govern the use and disclosure of such information
when and if provided to the participating state parties or the participating
agency or department of the United States whose claims are released through
this settlement (“participating state or federal agency whose claims are
released through this settlement”).

2.

The Monitor may, at his discretion, provide to the Monitoring Committee or
to a participating state or federal agency whose claims are released through
this settlement any documents or information received from the Servicer
related to a Potential Violation or related to the review described in Section
C.18; provided, however, that any such documents or information so provided
shall be subject to the terms and conditions of these provisions. Nothing
herein shall be construed to prevent the Monitor from providing documents
received from the Servicer and not designated as “CONFIDENTIAL” to a
participating state or federal agency whose claims are released through this
settlement.

3.

The Servicer shall designate as “CONFIDENTIAL” that information,
document or portion of a document or other tangible thing provided by the
Servicer to the Monitor, the Monitoring Committee or to any other
participating state or federal agency whose claims are released through this
settlement that Servicer believes contains a trade secret or confidential
research, development, or commercial information subject to protection under
applicable state or federal laws (collectively, “Confidential Information”).
These provisions shall apply to the treatment of Confidential Information so
designated.
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4.

Except as provided by these provisions, all information designated as
“CONFIDENTIAL” shall not be shown, disclosed or distributed to any person
or entity other than those authorized by these provisions. Participating states
and federal agencies whose claims are released through this settlement agree
to protect Confidential Information to the extent permitted by law.

5.

This agreement shall not prevent or in any way limit the ability of a
participating state or federal agency whose claims are released through this
settlement to comply with any subpoena, Congressional demand for
documents or information, court order, request under the Right of Financial
Privacy Act, or a state or federal public records or state or federal freedom of
information act request; provided, however, that in the event that a
participating state or federal agency whose claims are released through this
settlement receives such a subpoena, Congressional demand, court order or
other request for the production of any Confidential Information covered by
this Order, the state or federal agency shall, unless prohibited under applicable
law or unless the state or federal agency would violate or be in contempt of
the subpoena, Congressional demand, or court order, (1) notify the Servicer of
such request as soon as practicable and in no event more than ten (10)
calendar days of its receipt or three calendar days before the return date of the
request, whichever is sooner, and (2) allow the Servicer ten (10) calendar days
from the receipt of the notice to obtain a protective order or stay of production
for the documents or information sought, or to otherwise resolve the issue,
before the state or federal agency discloses such documents or information. In
all cases covered by this Section, the state or federal agency shall inform the
requesting party that the documents or information sought were produced
subject to the terms of these provisions.

G.

Dispute Resolution Procedures. Servicer, the Monitor, and the Monitoring
Committee will engage in good faith efforts to reach agreement on the proper
resolution of any dispute concerning any issue arising under this Consent Judgment,
including any dispute or disagreement related to the withholding of consent, the
exercise of discretion, or the denial of any application. Subject to Section J, below, in
the event that a dispute cannot be resolved, Servicer, the Monitor, or the Monitoring
Committee may petition the Court for resolution of the dispute. Where a provision of
this agreement requires agreement, consent of, or approval of any application or
action by a Party or the Monitor, such agreement, consent or approval shall not be
unreasonably withheld.

H.

Consumer Complaints. Nothing in this Consent Judgment shall be deemed to
interfere with existing consumer complaint resolution processes, and the Parties are
free to bring consumer complaints to the attention of Servicer for resolution outside
the monitoring process. In addition, Servicer will continue to respond in good faith to
individual consumer complaints provided to it by State Attorneys General in
accordance with the routine and practice existing prior to the entry of this Consent
Judgment, whether or not such complaints relate to Covered Conduct released herein.

I.

Relationship to Other Enforcement Actions. Nothing in this Consent Judgment
shall affect requirements imposed on the Servicer pursuant to Consent Orders issued
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by the appropriate Federal Banking Agency (FBA), as defined in 12 U.S.C. §
1813(q), against the Servicer. In conducting their activities under this Consent
Judgment, the Monitor and Monitoring Committee shall not impede or otherwise
interfere with the Servicer’s compliance with the requirements imposed pursuant to
such Orders or with oversight and enforcement of such compliance by the FBA.
J.

Enforcement
1.

Consent Judgment. This Consent Judgment shall be filed in the U.S. District
Court for the District of Columbia (the “Court”) and shall be enforceable
therein. Servicer and the Releasing Parties shall waive their rights to seek
judicial review or otherwise challenge or contest in any court the validity or
effectiveness of this Consent Judgment. Servicer and the Releasing Parties
agree not to contest any jurisdictional facts, including the Court’s authority to
enter this Consent Judgment.

2.

Enforcing Authorities. Servicer’s obligations under this Consent Judgment
shall be enforceable solely in the U.S. District Court for the District of
Columbia. An enforcement action under this Consent Judgment may be
brought by any Party to this Consent Judgment or the Monitoring Committee.
Monitor Report(s) and Quarterly Report(s) shall not be admissible into
evidence by a Party to this Consent Judgment except in an action in the Court
to enforce this Consent Judgment. In addition, unless immediate action is
necessary in order to prevent irreparable and immediate harm, prior to
commencing any enforcement action, a Party must provide notice to the
Monitoring Committee of its intent to bring an action to enforce this Consent
Judgment. The members of the Monitoring Committee shall have no more
than 21 days to determine whether to bring an enforcement action. If the
members of the Monitoring Committee decline to bring an enforcement
action, the Party must wait 21 additional days after such a determination by
the members of the Monitoring Committee before commencing an
enforcement action.

3.

Enforcement Action.
(a)

In the event of an action to enforce the obligations of Servicer and to
seek remedies for an uncured Potential Violation for which Servicer’s
time to cure has expired, the sole relief available in such an action will
be:
(i)

Equitable Relief. An order directing non-monetary equitable
relief, including injunctive relief, directing specific
performance under the terms of this Consent Judgment, or
other non-monetary corrective action.

(ii)

Civil Penalties. The Court may award as civil penalties an
amount not more than $1 million per uncured Potential
Violation; or, in the event of a second uncured Potential
Violation of Metrics 1.a, 1.b, or 2.a (i.e., a Servicer fails the
specific Metric in a Quarter, then fails to cure that Potential
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Violation, and then in subsequent Quarters, fails the same
Metric again in a Quarter and fails to cure that Potential
Violation again in a subsequent Quarter), where the final
uncured
Potential
Violation
involves
widespread
noncompliance with that Metric, the Court may award as civil
penalties an amount not more than $5 million for the second
uncured Potential Violation.
(b)

Nothing in this Section shall limit the availability of remedial
compensation to harmed borrowers as provided in Section E.5.

(c)

Any penalty or payment owed by Servicer pursuant to the Consent
Judgment shall be paid to the clerk of the Court or as otherwise agreed
by the Monitor and the Servicer and distributed by the Monitor as
follows:
i.

In the event of a penalty based on a violation of a term of the
Servicing Standards that is not specifically related to conduct
in bankruptcy, the penalty shall be allocated, first, to cover the
costs incurred by any state or states in prosecuting the
violation, and second, among the participating states as
directed by the state members of the Monitoring Committee.

ii.

In the event of a penalty based on a violation of a term of the
Servicing Standards that is specifically related to conduct in
bankruptcy, the penalty shall be allocated to the United States
or as otherwise directed by the Director of the United States
Trustee Program.

iii.

In the event of a payment due under Paragraph 10.d of the
Consumer Relief requirements, 50% of the payment shall be
allocated to the United States, and 50% shall be allocated to the
State Parties to the Consent Judgment, divided among them as
directed by the state members of the Monitoring Committee.
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K. Sunset. This Consent Judgment and all Exhibits shall retain full force and effect until
four Quarters of compliance testing have been completed, which shall be no later than
December 31, 2016. Servicer shall submit a final Quarterly Report for the last Quarter
or portion thereof falling within the Term, and shall cooperate with the Monitor’s
review of said report and the Monitor’s review and certification that Defendant has
completed its consumer relief obligations, if not already certified, all of which shall
be concluded no later than June 30, 2017, after which time Servicer shall have no
further obligations under this Consent Judgment. However, the Court shall retain
jurisdiction for purposes of enforcing or remedying any outstanding violations
including any violations that are identified in the final Monitor Report and that have
occurred but not been cured during the Term, and to enforce HSBC’s consumer relief
obligations, to the extent that the Monitor has not already certified that HSBC has
satisfied its consumer relief obligations.
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EXHIBIT I
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This Exhibit I is an Addendum to Exhibits A, D and D-1
The Federal Parties, including the Consumer Financial Protection Bureau (the CFPB or Bureau),
the State Parties, HSBC North America Holdings Inc. (“HNAH”), HSBC Bank USA, N.A.
(“HBUS”), HSBC Finance Corporation (“HBIO”), and HSBC Mortgage Services Inc. (“HMSI”),
on behalf of themselves and their current and former subsidiaries, as well as their direct and
indirect parent companies, affiliates, and holding companies (collectively referred to herein as
“HSBC” or the “HSBC Parties”) have agreed to enter into the Consent Judgment. HNAH,
HBUS, HBIO, and HMSI are collectively referred to herein as the “Defendants.” Capitalized
terms used herein but not defined herein have the meanings assigned to them in the relevant
portion or exhibit of the Consent Judgment.
In addition to the terms agreed elsewhere in the Consent Judgment, the Parties agree to the
following:
1.

This Exhibit I amends and modifies the terms and provisions of Exhibits A, D, and D-1.
To the extent that this Exhibit I and Exhibits A, D, or D-1 or other provisions of the
Consent Judgment have inconsistent or conflicting terms and provisions, this Exhibit I
shall be controlling and shall govern the agreement among the Parties. Whenever
Exhibits A, D, or D-1 are referenced in this Exhibit I or elsewhere in the Consent
Judgment and exhibits, it shall mean Exhibits A, D, or D-1 as amended and modified by
this Exhibit I.

2.

Pursuant to Paragraph 3 of the Consent Judgment, the Defendants shall pay a Direct
Payment Settlement Amount of $100,000,000, by electronic funds transfer, as required
by Paragraph 3 of the Consent Judgment within seven days of the Date of Entry of the
Consent Judgment.

3.

The Defendants shall be responsible for $320,000,000 in consumer relief as set forth in
the Consumer Relief Requirements of Exhibit D as modified by this Exhibit I, credited
pursuant to the terms of Exhibits D, and D-1 as amended and modified by this Exhibit.
Defendants shall be responsible for an additional $50,000,000 in consumer relief to
consumers who meet the eligibility criteria in any of the forms described in Paragraph 1-9
of Exhibit D, as amended by Exhibit I, credited pursuant to the terms of Exhibits D, and
D-1 as amended and modified by this Exhibit. The caps set forth in Exhibits D, D-1, and
I, including the requirements of paragraph 10.c in Exhibit D, shall not apply to the
additional $50,000,000. However, a portion of this additional consumer relief shall
include first lien principal write downs.
a.

Notwithstanding anything to the contrary in the Consent Judgment or the Exhibits
thereto, the Defendants, jointly and severally, will be obligated to make the
payments specified in Paragraph 10.d of Exhibit D (Consumer Relief
Requirements), in the event and to the extent that the Defendants, or their
successors in interest, do not complete the Consumer Relief Requirements set
forth in Exhibit D to the Consent Judgment, as amended by this Exhibit I.
I-1
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b.

The releases contained in Exhibits F and G of the Consent Judgment shall become
effective upon payment of the Direct Payment Settlement Amount by the
Defendants. The United States and any State Party may withdraw from the
Consent Judgment and declare it null and void with respect to that party and all
released entities if the Consumer Relief Payments (as that term is defined in
Exhibit F (Federal Release)) required under this Consent Judgment are not
completed within the time specified and any payment required under Paragraph
10.d of Exhibit D to the Consent Judgment is not made within thirty days of
written notice by the party.

4.

In addition to the Consumer Relief Requirements of Exhibit D and in recognition of the
fact that the HSBC Parties do not participate in the Home Affordable Modification
Program or the Second Lien Modification Program (“2MP”) for their owned portfolios,
the HSBC Parties may establish the HSBC Settlement Loan Modification Programs
described in Sections 5 and 6 below for credit against the Consumer Relief Requirements
set forth in Exhibit D (“HSBC Settlement Loan Modification Programs”).

5.

The HSBC Parties are not required to participate in the refinancing program. Rather, the
HSBC Parties have the option of earning credits against the Consumer Relief
Requirements through the HSBC Settlement Loan Modification Programs which shall
include the following:
a.

Loan Modification Program (“LMP”): the Loan Modification Program may offer
permanent modifications to borrowers who meet the eligibility criteria below.
i.

The HSBC Parties may offer the Loan Modification Program to modify
first liens of borrowers in the owned loan portfolios of the HSBC Parties
and their affiliates (the “Loan Portfolio”) who meet the LMP Eligibility
Criteria.

ii.

LMP Eligibility Criteria. The LMP Eligibility Criteria are the following:

iii.

1)

The loan was originated prior to January 1, 2010;

2)

The borrower is current on his or her first lien at the time of the
loan modification application;

3)

The borrower’s current interest rate is greater than or equal to
5.25% (including, but not limited to, mortgage loans that are
interest-only and non-interest only); and

4)

The borrower’s LTV is greater than 80%.

Offer of Relief. Borrowers meeting the LMP Eligibility Criteria may be
offered a modification that includes a new fixed interest rate at or below
the Primary Mortgage Market Survey Rate at the time of the modification:
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6.

7.

1)

The offered modified loan may have a new fixed rate either for the
life of the loan, or for at least 5 years (60 months) only if PMMS is
greater than the modified interest rate. For each year after the 5
years have expired the modified interest rate will be increased by
1% every year until the interest rate reaches the PMMS rate

2)

the minimum difference between the current interest rate and the
offered interest rate under this program must be at least 100 basis
points;

3)

minimum payment relief of at least $100/month;

4)

no additional costs to the borrower; and

5)

if the borrower reaches the rate floor (2%), additional relief may be
offered through a loan term extension, and if this is insufficient to
achieve the targeted payment, through principal forbearance.

iv.

Credit. Credit for the LMP against the Defendants' obligation to provide
Consumer Relief shall be calculated as the difference between the
preexisting interest rate and the offered interest rate times UPB times a
multiplier.

v.

The multiplier set forth in the previous paragraph shall be as follows: If
the new rate applies for the life of the loan, the multiplier shall be 8 for
loans with a remaining term greater than 15 years, 6 for loans with a
remaining term between 10 and 15 years and 5 for loans with a remaining
term less than 10 years. If the new rate applies for 5 years, the multiplier
shall be 5.

Second Lien Modification Program
a.

The HSBC Parties will receive credit for second lien loan modifications
consistent with the terms outlined in Section 2.c of the Consumer Relief
Requirements in Exhibit D, as amended in paragraph 9 below.

b.

Credit. Credit for this Program against the Defendants' obligation to provide
Consumer Relief shall be consistent with the crediting set forth in Section 2.c of
the Consumer Relief Requirements in Exhibit D, as amended in paragraph 9
below.

Role of the Monitor
a.

Following entry of the Consent Judgment, the Monitor shall periodically review
the HSBC Parties’ compliance with this Exhibit to ensure compliance with the
commitments made in the HSBC Settlement Loan Modification Programs. It
shall be the responsibility of the Monitor to verify that the conditions set forth
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herein have been satisfied, using methods consistent with Exhibit E of the
Consent Judgment (Enforcement Provisions). The Monitor and the HSBC Parties
shall work together in good faith to resolve any disagreements or discrepancies.
In the event that a dispute cannot be resolved, the HSBC Parties may petition the
Court for resolution in accordance with Section G of Exhibit E of the Consent
Judgment (Enforcement Provisions).
b.

8.

9.

If the Monitor determines that the HSBC Parties have failed to substantially
comply with the material terms set forth herein, he or she shall issue a Notice of
Non-Compliance to the HSBC Parties detailing those areas of non-compliance.
Such a Notice of Non-Compliance shall be enforced by the Monitor in accordance
with the provisions regarding “Potential Violations and Right to Cure” in Exhibit
E.

Representations and Warranties
a.

The HSBC Parties agree that, in the event of a transformative transaction
involving the HSBC Parties, including, without limitation, a change of control
transaction, a sale of all or substantially all of their assets or a reorganization or
similar transaction (including in connection with any legal or regulatory
proceeding) (a “Transformative Transaction”), the HSBC Parties will ensure the
fulfillment of their Direct Payment Settlement Amount obligations and Borrower
Payment Amount obligations set forth in the Consent Judgment and Exhibits B
and C, as well as their consumer relief obligations set forth in Exhibit D, as
amended by this Exhibit I.

b.

Exhibit A, Paragraph IX.B.2 is amended to read as follows: References to
Servicer shall mean HBUS, HBIO, or HMSI, as appropriate. References to
Servicer shall not include Servicer’s successors, assignees, or purchasers of
Servicer's assets. The provisions of this Agreement shall not apply to those
affiliates, subsidiaries, divisions or business units of Servicer that are not engaged
as a primary business in customer-facing servicing of residential mortgages on
owner-occupied one-to-four family properties on its own behalf or on behalf of
investors.

Other Matters.
Menu Items. With respect to Exhibit D and D-1 Table 1 “Credit Towards
Settlement,” the following modification and amendments shall apply:
i.

For the sake of clarity, credit is also available for forgiveness of past corporate
advances for taxes and deferred interest through a prior first lien modification
or through a prior forbearance, provided that the borrower is current on the loan
as of the date of forgiveness. In that instance credit will be provided as
described in paragraph 1.ii of Exhibit D-1.

ii.

If the borrower is delinquent on a prior first lien modification that included
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forbearance of corporate advances for taxes and deferred interest, credit is
available only if these sums are capitalized and forgiven as part of a new
modification under LMP or is comparable to HAMP. In that instance, such
forgiveness can be credited in accordance with paragraph 1.i of Exhibit D-1.
iii.

In addition, all amounts eligible for “forgiveness of forbearance” credit will be
restricted to any forbearance in place as of June 30, 2013.

iv.

Credit is also available where HSBC extinguishes the remainder of a first lien
loan balance in full. Credit for such extinguishments of first liens against the
Defendants' obligation to provide Consumer Relief shall be consistent with the
crediting for principal reduction set forth under Paragraph 1 of Exhibit D-1 to
the Consent Judgment.

v.

Credit is also available for consumer relief provided to borrowers with reverse
mortgages in accordance with the following provisions:
1. Borrowers whose loans are eligible for credit under this paragraph must
be at least 30 days delinquent on their obligations to pay property
charges, including real estate taxes and hazard insurance premiums, or
otherwise qualify as being at imminent risk of default for failure to pay
such property charges due to borrowers’ financial situation;
2. The mortgaged property must be the principal residence of at least one
borrower or the borrower’s spouse or relative, and the benefit must help
that person retain homeownership;
3. Credit under this paragraph is available for amounts HSBC reduces
from the principal or accrued interest on the mortgage via waiver or
permanent forgiveness of amounts advanced, or accrued from previous
advances of property charges on the borrower’s behalf; and
4. Credit for a waiver or permanent forgiveness under this paragraph
against the Defendants' obligation to provide Consumer Relief shall be
consistent with the crediting for principal reduction set forth under
Paragraph 1 of Exhibit D-1 to the Consent Judgment.

vi.

Exhibit D-1 is hereby amended to provide that all credit caps/minimum
requirements listed in Exhibit D-1 Sections 1 and 2 are deleted and replaced by
the following:
a. HSBC will provide a minimum of $88 million in first lien principal
write down (“PWD”) to its customers using modifications pursuant to
the terms of Exhibit D, Paragraph 1.
b. HSBC will provide a minimum of $104 million in the following
categories:
I-5
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a. First lien PWD modifications pursuant to the terms of Exhibit D,
Paragraph 1, as amended by this Exhibit I, to the extent HSBC
does not count those modifications towards its $88 million PWD
requirement;
b. Second lien modifications/extinguishments pursuant to the terms
of Exhibit D, Paragraph 2, as amended by this Exhibit I;
c. Forgiveness of forbearance pursuant to the terms of Exhibit I,
Paragraphs 9.i – 9.iii;
d. LMP modifications pursuant to the terms of Exhibit I, Paragraph
5 not to exceed $60 million, with any excess amounts creditable
against Servicer's overall Consumer Relief obligation;
e. Extinguishment of loan balances pursuant to the terms of Exhibit
I, Paragraph 9.iv; or
f. Extinguishment of reverse mortgages pursuant to the terms of
Exhibit I, Paragraph 9.v. not to exceed $15 million.
vii. Exhibit D, Paragraph 1.c. is amended to read as follows: Eligible borrowers
must be at least 30 days delinquent or otherwise qualify as being at imminent
risk of default due to borrower's financial situation, including but not limited to,
pre-modification DTI of greater than 31%.
viii. Exhibit D, footnote 3 is amended to read as follows: For the purposes of these
guidelines, LTV may be determined in accordance with HAMP PRA as of July
1, 2013.
ix.

Exhibit D, Paragraph 1.h. is amended to read as follows: In the event a
Participating Servicer who owns the first lien mortgage contacts Servicer
regarding a second lien mortgage that Servicer owns, Servicer will modify the
second lien consistent with the treatment waterfall described below, as modified
by Exhibit I, within a reasonable time to facilitate the modification of the first
lien mortgage. Credit for such second lien mortgage write downs shall be
credited in accordance with the second lien percentages and cap described in
Table 1, Section 2, as amended by Exhibit I. Additionally, Servicer will modify
first lien mortgages that qualify for its proprietary modification processes
regardless of whether the owner of the second lien mortgage modifies the
second lien.

x.

Exhibit D, Paragraph 1.j.i. is amended to read as follows: Write-offs made to
allow for refinancing under a third party FHA Short Refinance Program.

xi.

Exhibit D, Paragraph 2.b. is amended to read as follows: A write-down of a
second lien mortgage will be creditable where such write-down facilitates either
(a) a first lien modification that involves an occupied Property for which the
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borrower is 30 days delinquent or otherwise at imminent risk of default due to
the borrower's financial situation including, but not limited to, pre-modification
DTI of greater than 31%; or (b) a second lien modification that involves an
occupied Property with a second lien which is at least 30 days delinquent, has a
DTI greater than 10%, or otherwise at imminent risk of default due to the
borrower's financial situation.
xii. Exhibit D, Paragraph 2.c.i. is amended to read as follows: Servicer will receive
credit for second lien loan modifications consistent with the following program:
xiii. Exhibit D, Paragraph 2.c.i.1. is amended to read as follows: A write-down of a
second lien mortgage will be creditable where the second lien modification
meets the following criteria:.
xiv. Exhibit D, Paragraph 2.c.i.1.a is amended to read as follows: Minimum 30%
payment reduction (principal and interest);.
xv. Exhibit D, Paragraph 2.c.i.1.c is deleted and replaced with the following: Loan
amount is greater than $5,000 Unpaid Principal Balance ("UPB");.
xvi. Exhibit D, Paragraph 2.c.i.1.d., as well as footnote 5, are deleted and replaced
with the following: Current monthly payment is greater than $100; and.
xvii. Exhibit D, Paragraph 2.c.i.1. is amended to include sub-paragraph e which shall
read as follows: Post-modification DTI1 less than 10%.
xviii.Exhibit D, Paragraph 2.c.i.2. is deleted in its entirety and replaced by the
following: Credit for a write-down under Paragraph 2.c.i.1 will be creditable in
accordance with Table 1, Section 2.
xix. Exhibit D, Paragraph 2.c.i. is amended to include sub-paragraph 3. which shall
read as follows: Servicer shall use the following payment waterfall:.
xx. Exhibit D, Paragraph 2.c.i., new sub-paragraph 3 is amended to include subparagraph a. which shall read as follows: Forgiveness equal to 35% UPB; then.
xxi. Exhibit D, Paragraph 2.c.i. new sub-paragraph 3 is amended to include subparagraph b. which shall read as follows: Reduce interest rate to 2% ("modified
rate"). If the modified rate is greater than the PMMS (Freddie Mac's Primary
Mortgage Market Survey rate) at the time of the modification decision then the
modified rate is the new rate for the life of the loan. If PMMS is greater than
the modified rate then the modified interest rate will be fixed for 5 years (60
months) and for each year after five years the modified rate will be increased
1% every year, until the interest rate reaches the lower of the PMMS rate at the
1

DTI is equal to current principal and interest payment of 2nd lien debt only divided by the gross income of all
borrowers on the note.
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time of the modification decision or the original rate of the loan; then.
xxii. Exhibit D, Paragraph 2.c.i. new sub-paragraph 3 is amended to include subparagraph c. which shall read as follows: If after reducing the interest rate to
2% the borrower's DTI is greater than 10% then the remaining loan term will be
increased in units of 1 month until the target monthly payment is achieved
(10%DTI) or 480-month loan term, from the date the modification decision is
reached (whichever comes first).]
xxiii.Exhibit D, Paragraph 2.d.ii. is amended to read as follows: Second lien writedowns or extinguishments completed under proprietary modification programs,
are eligible, provided they follow the payment waterfall as set forth in 2.c.
above, as amended by Exhibit I.
xxiv.Exhibit D, Paragraph 2.e. is amended to read as follows: Extinguishing balances
of second liens to support the future ability of individuals to become
homeowners (including short pay-offs to facilitate third party refinances) will
be credited based on applicable credits in Table 1.
xxv. Exhibit D, Paragraph 4.a. is amended to read as follows: As described in the
preceding paragraph, Servicer may receive credit for providing incentive
payments for borrowers on or after Servicer's Start Date who are eligible and
amenable to accepting such payments in return for a dignified exit from a
Property via a short sale, to remain in the property via a short payoff, or other
similar programs. Credit shall be provided in accordance with Table 1, Section
3.i.
xxvi.Exhibit D, Paragraph 8.c. is deleted entirely.
xxvii.Exhibit D, Paragraph 9 is deleted entirely, as well as all other references in
Exhibit D to the refinancing program described in Exhibit D, Paragraph 9.
xxviii.Exhibit D, Paragraph 10.a. is amended to read as follows: For the consumer
relief activities imposed by this Agreement, Servicer shall be entitled to receive
credit against Servicer's outstanding settlement commitments for activities
taken on or after Servicer's start date, July 1, 2013 (such date, the "Start Date").
xxix.Exhibit D, Paragraph 10.b. is amended to read as follows: Servicer shall receive
an additional 25% credit against Servicer's outstanding settlement commitments
for any first or second lien principal reduction within 12 months of Servicer's
Start Date including, but not limited to, waiver of deferred interest (e.g., a $1.00
credit for Servicer activity would count as $1.25).
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ATTACHMENT 2
IRG Assertion

See attached.
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IRG Assertion
I am the Manager of the Internal Review Group of HSBC. To the best of my knowledge, after undertaking reasonable due
diligence, I certify that the Consumer Relief Report of Servicer for the period ending Sept 30, 2016 and the outcomes of
the Satisfaction Review are based on a complete and accurate performance of the Work Plan by the IRG. This IRG
Assertion is given to the Monitor, as identified in the Consent Judgment, pursuant to Section C. 7 and D.1 of Exhibit E to
the Consent Judgment (Enforcement Terms) and Section 1.8.4 and Section Ill of the Work Plan.
HSBC implemented 75% of the Total Consumer Relief Requirement of $370MM on or before 6/30/15.

IRG Manager: Jyoti R. Nigam
Date:

Nc"'

\ s:- I

~

IRG Manager Signature:

~ ~r·
..

2.0\ b .

Consumer Relief

Current Quarter

Reported to Date

$Credit

$Credit

See Note 1

Reported Credits through 09/30/2016

$s in Millions

$214 ,614,827.84

First Lien Modifications
Second Lien Modifications

$

Forgiveness of Forbearance
Other Programs (see Note 2)

i.

Other- Short Sales/Deed-in-Lieu

ii.

Other - A ll Except Short
Sales/Deed-in-Lieu

Total Consumer Relief

RESTRICTED

-

$214,6 14 ,827.84
$

$7,986,483.33
$

-

$7,986,483.33
$

$371 ,075,289.91

$148,473,978.74

$148,473,978.74
$

-

$

$371 ,075,289.91
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1) This report reflects Consumer Relief Credits calculated as required in Appendix D. Actual consumer benefit is reflected
in Schedule Y.
2) Other Programs include the following:
a.

Enhanced Borrower T ransition Funds Paid by Servicer (excess of $1 ,500)

b.

Short Sales/Deed in Lieu

c.

Servicer Payments to Unrelated 2nd Lien Holder for Release of 2nd Lien

d.

Forbearance for Unemployed Borrowers

e.

Anti-Blight

f.

RESTRICTED

i.

Forgiveness of
Principal Associated
with a Property When
No FCL

ii.

Cash Costs Paid by
Servicer for
Demolition of
Property

iii.

REO Properties
Donated

Def iciency Waivers

I

